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THURSDAY, MARCH 13, 1958 


House oF REPRESENTATIVES, 
ComMITTEE ON ForgIGn AFFAIRS, 
Washington, D. C. 
AFTERNOON SESSION 


The committee reconvened at 2:30 p. m., Hon. Thomas E. 
Morgan (acting chairman) presiding. 

Acting Chairman Morgan. The committee will be in order. 

This is a continuation of the hearings on the Mutual Security Act 
of 1958 making authorizations for the fiscal year 1959. 

The Chair will recognize Mr. Jackson. 

Mr. Jackson. Thank you very much, Mr. Chairman. 

As you know, we are involved with onions on the floor, and we may 
have to take our departure here to vote in a short while. 

I am acting, I suppose, in absentium for Mr. William L. Graham, 
of Wichita, Kans., and with your permission, Mr. Chairman, I should 
like to have inserted in the record an editorial giving a little back- 
ground for Mr. Graham’s statement. 

Acting Chairman Morgan. Without objection, it is so ordered. 

(The editorial is as follows:) 


[Editorial reprint from Autumn 1957, American Petroleum Institute] 
ExPorTING OpPporRTUNITY 


It has been refreshing to read in the press of the personal crusade of William 
L. Graham, independent oil man of Wichita, Kans. Twenty-one years ago, Mr. 
Graham began his own business career with the aid of a $200 loan. This past 
summer, his old debt long since paid off, Mr. Graham found himself in Bangkok, 
Thailand, on a world tour with his wife and children. He was there not for 
business, but for relaxation and education. 

As it turned out, his education took precedence. In Bangkok he saw “young, 
intelligent faces and idle hands,’’ and that, to Mr. Graham, was a disturbing com- 
bination, particularly in an area of the world where the threat of communism is 
ever present. The memory of that old $200 loan returned. Someone had helped 
him along the road; why shouldn’t he help others? Typically, Mr. Graham de- 
cided on direct action. 

On the spot, he offered a $5,000 loan to each of a few young men “‘with ideas, 
initiative, and who believed in private enterprise.’”’ The loan would help them 
get started in business, and profits would be shared on a 50-50 basis unti! the 
borrower could return the original amount. The response from eager would-be 
capitalists was overwhelming. Later, in Calcutta, India, Mr. Graham repeated 
his offer. Once again he was deluged with hopeful propositions. One Indian 
had the necessary leather and leather workers for turning out soccer balls. 
Another, with a surplus of hogs, had plans for building a cannery. Still another, 
already in business as a bicycle framemaker, dreamed of enlarging his plant to 
handle potential orders. All of them had a common need—the funds to get 
started. ons 
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Today, at home again in Wichita, Mr. Graham is working on a project that 
will channel to other parts of the world that all-important ingredient of capital- 
ism—capital. Already, his crusade is gaining momentum. In a single day, 10 
other American businessmen agreed to put up $5,000 each to support a like 
number of Indians in their own enterprises, on the same 50-50 basis. 

“This is business, not charity,’’ Mr. Graham says. ‘‘Finan¢ing another person 
in a foreign country is one of the most effective ways through which we can stop 
communism. The Communist government can undoubtedly give away more 
money than our Government, but if people in their own businesses in the United 
States start supporting people in their own businesses in other countries, we can 
outdo our own Government, and achieve far greater results.’’ 

The American Petroleum Institute exists to serve oil men and oil companies 
of this country and this continent. By such a standard, it may be difficult at 
first glance to comprehend how the construction of a soccer-ball factory has any 
relevance for institute members. In this context, we believe, it does. The 
strengthening of free enterprise merits our attention, no matter where it occurs. 
And when that strengthening is the achievement of an American oilman, it deserves 
notice precisely where it is now given—on page 1.—TueE Epiror. 


Mr. Jackson. Mr. Graham’s statement is a very short one, and if 
I may, I should like to read it. 


Acting Chairman Morcan. Without objection, the gentleman may 
proceed. 
Mr. Jackson (reading) : 


STATEMENT OF WILLIAM L. GRAHAM 


Gentlemen: 1. As a Kansas oil and real estate operator, I have at various times 
had business interests not only in the Midwest but also overseas. From my 
foreign business experience and travels, it has become increasingly evident to me 
that a continuous foreign aid program is necessary and of immediate value. 
Many facts of foreign economic development are outside the scope of private 
investment. A well-planned Government aid program can help create the kind 
of investment climate necessary to attract private capital abroad, and it is vital 
that United States capital should be attracted abroad. 

2. Presently, I am trying to prove an idea that occurred to me last summer and 
fall while traveling in the Far and Middle East. My idea was to demonstrate how 
the free-enterprise system can successfully work in underdeveloped countries by 
forming partnerships with foreign businessmen and sharing the profits. I placed 
working capital in six small businesses in Greece, Turkey, Lebanon, India, and 
Australia. These ventures include a furniture factory, a cement plant, and 
textile machinery repair business. This latter project will repair broken equip- 
ment at half the present cost. These industries are by no means moneymakers 
as yet. However, with proper management, they should prove to be successful 
within a year. 

3. To help finance these and other capital-starved foreign businesses on a 
profit-sharing basis a Wichita, Kans., venture capital firm called Private Enter- 
prise, Inc., was formed. This firm, in cooperation with foreign financiers, sup- 
plies interest-free capital and technical know-how to carefully selected businessmen 
abroad with the firm understanding that these businessmen may eventually buy 
out their backers. 

4. Private Enterprise, Inc., is not a charitable foundation. It is a business 
venture which aims to produce profits for its shareholders and for the small- and 
medium-sized businesses it grubstakes. The corporation will continue to place 
investments in small basic industries where the beneficial side effects, such as 
higher productivity and higher wages, will be most direct and obvious. Govern- 
ment aid programs can scarcely be expected to reach these kind of capital-short 
small industries in underdeveloped countries. 

5. Depending upon the number of success stories that develop in the next year, 
additional equity capital will be raised and requests for loans from the Develop- 
ment Loan Fund will be made. Since we have joined forces with respected finan- 
cial interests abroad, equivalent amounts of foreign capital will be raised to match 
the dollars at the disposal of Private Enterprise, Inc. Present available capital 
totals $250,000 United States dollars and the equivalent of $550,000 is committed 
abroad in foreign currencies. These funds will be used to pick the best investment 
opportunities from among the 15,000 applications for investment help received 
from all over the world. 
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6. It is hoped that any attention attracted to the free-enterprise system by this 
corporation will help educate foreign financial peonte in the advantages of support- 
ing small businesses by making capital available to them more readily. am 
fully aware of all the pitfalls that may beset this operation but with sound business 
management and support from United States business and Government leaders, 
Private Enterprise, Inc., should be successful financially, and at the same time 
win friends for the United States. Private Enterprise, Inc., is working in the 
economic development of private businesses abroad in much the same way our 


Government is directing foreign-aid funds toward helping the economic develop- 
ment of the public sector. 


7. American businessmen are relying on our Government’s continued support 
and further efforts to encourage more private investments abroad. Further 
tax relief on incomes earned abroad is an area that needs serious consideration. 
Private foreign investment is a logical supplement to our foreign-aid program. 
Without it I strongly feel that economic development throughout the underde- 
veloped areas is seriously handicapped during these vital times. 

Mr. Jackson. I appreciate the opportunity to make this statement, 

Mr. Graham is at the present time en route to India, with the capital 
referred to in his statement, and he expects to commit all of that in 
the amount of loans not to exceed $5,000 to individual small-business 
enterprises in India. 

Acting Chairman Morean. Thank you, Mr. Jackson. 

The Chair wants to state that circumstances beyond his control and 
Mr. Graham’s control prevented our meeting the day he was in the 
city several weeks ago. I am sure he has a worthwhile project here, 
and we are glad to have his statement in the record. 

Mr. Jackson. Thank you. 

Acting Chairman Morean. Our next witness is Peter Muller-Munk, 
representing Peter Muller-Munk Associates, Pittsburgh, Pa. 

Do you have a statement, sir? 


STATEMENT OF PETER MULLER-MUNK, PETER MULLER- 


MUNK ASSOCIATES, INDUSTRIAL DESIGNERS, PITTSBURGH 
22, PA. 


Mr. Mutier-Munx. With your permission, I would like to give 
you a summary of my statement, and if you and the members of the 
committee would care to ask me any questions, the answers to which 
would lie within the realm of my competence, I would be happy to 
answer them. 

Members of the House Foreign Affairs Committee, I appear before 
you as an American businessman who has had the privilege of par- 
ticipating in the program involving the spending of American foreign- 
aid moneys. Because of my direct experience in this spending, I may 
be able to share with you some observations and insights I have 
gained. And, because I gained them on the spot, where the dollars 
are spent, and because as an industrial designer I apply a somewhat 
unusual perspective to this work, these observations may be of some 
value to you in your most important deliberations. 

To help you judge my remarks properly, let me identify myself—I 
am the managing partner of Peter Muller-Munk Associates, industrial 
designers with home offices in Pittsburgh, Pa. We render design 
services to such clients as United States Steel Co., Westinghouse 
Electric Corp., Sylvania Electric Corp., Schick, Inc., Graflex, Inc., 
and the Aluminum Company of America, to name but a few. 

Recently, I was elected first president of the International Council 
of Societies of Industrial Designers, which includes leaders of indus- 
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trial design from some 15 foreign countries and the United States. 
Also, as past president and chairman of the board of the American 
Society of Industrial Designers, I now serve as chairman of that 
society’s foreign relations committee. Thus my remarks here today 
should be considered as the collective opinion of all American 
industrial designers who are working abroad for our Government. 

Like other colleagues of mine, the firm of Peter Muller-Munk 
Associates has contracts for projects in selected Near East and Asian 
countries—countries that are critical areas in our entire foreign policy 
picture. They are also identified as countries most in need, Sad mace 
able to assimilate and implement this kind of technical aid. These 
contracts have been processed through ICA—the International 
Cooperation Administration of the Department of State. We have 
been called upon for the same service we perform for American 
industry—services involving a considered analysis to help determine 
what kind of products industry should manufacture. In approaching 
this work, we find the answers to questions like: “Is the product 
needed?” ‘‘Who will buy it?” ‘What should it do—how should it 
function?” ‘‘Whose skills shall we use to make it?” ‘Out of what 
will we make it?” ‘‘What will it look like?” and “How will we sell it?” 

Now then, how does the industrial designer fit into the American 
foreign-aid picture? Of the three main thrusts to our foreign-aid 
program-—(1) military aid, (2) public projects, (3) the exporting of 
know-how, the last category is the one in which we work. 

To us, exporting this ‘‘know-how” to the host country is of prime 
importance—and it seems the most self-perpetuating and self-reward- 
ing. For this program produces capital within other countries, and 
it does not go on and on as a never-ending drain on American re- 
sources. This is the kind of project in which we American industrial 
designers participate. Our firm, for instance, has contracts in both 
Turkey and Israel. 

Let me explain how we work. 

Under our contract ICA funds do not get paid to any foreign 
nation. Its moneys go to Americans only—American exports working 
on selected foreign-aid projects. In a way, therefore, we are being 
paid out of our own tax dollars. Foreign nations with whom we work 
must provide manpower to match ours, and they must also provide 
at least matching sums of money. Actually, both Turkey and Israel, 
where we work, are spending more on these projects than our own 
Government is spending. In other words, our dollar investment is 
automatically multiplied—at no expense to ourselves. 

These are not projects which depend on transient teams of experts 
who fly into a foreign land one day, give advice, and fly out the next, 
without hardly having touched land—or reality. 

To be successful, these projects call for Americans living with their 
foreign counterparts, and training them in daily contact. Thus, 
today we have offices in Ankara, Turkey, and Tel Aviv, Israel, as 
well as in Pittsburgh, Pa., in the United States. And my colleagues 
working in this program have staffs in such countries as Pakistan, 
Indonesia, Thailand, Southern Korea, Formosa. 

Now, what are we trying to accomplish? It is no secret that the 
economies of our foreign friends are weak. Giving them mere dollars 
only helps until the dollars are spent. Then, too often, they are back 
where they started. On the other hand, educating them, as we are 
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doing, in the manufacture of salable products will enable them to 
build industries which in turn will provide them with worthwhile 
business activity—and capital. In addition, as each country can 
produce more of its basic needs, it can become less dependent on im- 
a and save more of its precious capital for reinvestment. As it 

uilds its production to a high enough point, it can begin to export 
and it gains more capital. With growth in capital comes a rise in its 
standard of living—and, incidentally , a growth for America of a good 
customer for our own products and services. 

Let’s take Turkey for an example and see how this works. Our 
work in Turkey is jointly supervised by the ICA and by the Ministry 
of Economy and Commerce of the Government of Turkey. In 
Turkey we have two young Americans, an associate of ours, Robert 
Renaud, who is chief American adviser, and Robert Gabriel as assist- 
ant American adviser. These men, incidentally, receive no bonus 
for overseas work—the Government is a hard and businesslike client. 
Our men and their families live under conditions far less comfortable 
than any which they are accustomed to here. 

Before beginning our work in Turkey, we surveyed that nation 
intensively. Because industrially speaking, Turkey is still years 
behind our economy, we surveyed with a particular eye to handi- 
crafts and small industry. You will understand the problem when I 
tell you that Turkey is about 70 percent rural, and in many parts of 
the country the population harvests only one crop, and is nonpro- 
ductive for the rest of the year. 

The survey took 5 weeks of intensive work in Turkey by our 
American team. It included a 22-day tour of the country. It pro- 
vided us with an analysis of raw materials, native skills, and traditional 
products. It recommended a course of action. When it was completed 
and presented to Turkey, their Government agreed to put up the 
money for their part of the program. 

Then our staff went to work beyond Turkey. First we surveyed 
the markets in Italy, Switzerland, and Scandinavian countries for 
handicraft and other products which could be manufactured by 
Turkey’s light industries. Second, we helped set up a development 
board representing financial, government, labor, commercial, and 
foreign trade interests in Turkey. This was the first step in building 
new companies around which new industries could be centered. 

Only then did Peter Muller-Munk Associates begin the design of 
Turkey’s products. And while doing this, we also began educating 
our counterparts whom the Turkish Government had provided. 
Since there are no real counterparts of industrial designers in Turkey, 
this means that we are training others in the designing of their own 
products. In both Turkey and Israel we are training 3 to 4 times the 
size of our staff, and imparting to them in 3 years—what it takes us 
7 years to learn—the equivalent of what it takes to become an in- 
dustrial designer. 

I think the results are already evident. In a very few years, 
this part of the program should be completed. We shall be able to 
pull out of it, leaving behind active industries, producing new products, 
and with trained designers and management who can continue new- 
product development and flow. This is the future which Turkey is 
buying with its money. And we are buying a long-range insurance 
policy to give meaning to the important foreign defense dollars we 
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spend through other channels. Through such a program we can see 
our friends abroad becoming strong enough to stand on their own 
feet and eventually outgrow the need for prolonged American 
subsidies. 

I hope I have made it clear why industrial designers have been used. 
It is for the same reason that American business uses us. We analyze 
and plan, based on a knowledge of markets, products, materials, 
skills, production processes and sales patterns—in effect we become 
the conductor of a giant symphony of productivity. 

Perhaps a very brief look at Israel, where our partner Paul Karlen, 
director of our firm’s overseas operations and M. L. Rothenberg, 
senior designer, supervise the Israel Product Design Office, will 
serve to reemphasize the overwhelming profit which America derives 
from mutual aid programs. Israel is more sophisticated industrially 
than Turkey, for many of its people came from all over Europe and 
served their apprenticeships with European manufacturers. They do 
have skills, they do know how to use machinery, but they have been 
away from the world scene so long they cannot properly judge what 
the world needs in the way of products, and how its products should be 
designed to meet these needs. 

A stable Israel, self-sufficient, providing its neighbors the fruit of 
its specialized production, a Switzerland of the Middle East, can be a 
helpful friend, indeed, for an America with vital interests in the Mid- 
dle East. 

Therefore, in this program, we have a true self-liquidating activity. 
Look what our small firm, Peter Muller-Munk Associates, is accom- 
plishing with but 4 men, 2 in Turkey, and 2 in Israel. In less than a 
year, we have designed over 100 products for Turkey alone. Every 
product is geared into making Turkey more self-sufficient. To be 
specific as to costs—we are now entering the originally planned second 
phase of this program. To capitalize on the organizational work of the 
first year, the 1958-59 program calls for doubled effort involving man- 
power, materials and backstopping from America. 

For this entire program in Turkey for the 1958-59 year, dollar funds 
are being requested in the amount of $138,000. 

Though there may be no quick-acting antibiotic for poverty and 
for primitive methods of foreign-government production and manufac- 
turing, this particular phase of our Government’s foreign-aid program 
goes a long way. The cure here involves long-range planning and 
long-range implementation. It requires patience, tolerance, and above 
all, hard work. In short, this type of foreign aid is truly a two-way 
street in which we are in very real personal and financial partnership 
with those nations who want to learn from us how to prosper in 
freedom. 

These mutual aid programs are just beginning to produce. The 
Turks, the Israelis, the other peoples of the world who have lived with 
poverty and disaster are not people whom we court for friendship, but 
for our own self-interest. If these countries do not get stronger 
through our aid, it will not affect them greatly, for they have known 
little else. But it will affect us severely if they turn to pied pipers who 
promise them much—never to return. 
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The race is on for every independent weak nation in the world. To 
paraphrase Thomas Wolfe, ‘When you do business with the Soviets, 
you can’t go home again.” If, through this program, we can build 
internal strength in each of the countries wherein our ICA program is 
active; if we can build it through this process which gives self-respect 
with self-sufficiency ; we shall provide strength for our Nation equal to 
many military divisions—and rich markets of incalculable value to 
our industries. 

Gentlemen, to be quite objective and realistic, I have seen this 
program work. I feel I know the consequences if some of the weaker 
or needy nations could not benefit from it. These nations have only 
two places to look for such help—to the Soviets and to us. Very 
bluntly, if we abandon them now, there is no such thing as our getting 
a second chance. 

This is no time to quibble. We must provide this program with a 
budget which is equal to the protection of our interests. 

This is good statesmanship. This is good business. 

Acting Chairman Morean. Any questions, Mr. Vorys? 

Mr. Vorys. No. A very interesting statement. 

Acting Chairman Morean. Mr. Carnahan? 

Mr. CarnanHan. No questions. 

Acting Chairman Morean. Mrs. Bolton? 

Mrs. Boiron. No questions, Mr. Chairman. 

Acting Chairman Morean. Mr. Coffin? 

Mr. Corrin. No, thank you, Mr. Chairman. 

Acting Chairman Morean. Mr. Fulton? 

Mr. Futron. I want to say to Mr. Muller-Munk we are very 
pleased to have him appear before this committee, and feel that he is 
contributing to the development of our mutual security program in 
taking the trouble to come from Pittsburgh to Washington to give his 
testimony. I think he has found the testimony has been well received 
by the committee. 

Your testimony is in the same spirit, I believe, that Congressman 
Jackson was testifying upon previously. I note that these amounts 
smaller in size which you comment on, but nevertheless direct to the 
economy of these particular countries involved, will show a beneficial 
repetition pattern for the program in years to come. The money is 
actually an implementation amount for action by these countries and 
their people to help themselves, instead of the United States just mak- 
ing up the bottomless deficit of various foreign government budgets 
from year to year, with dollars. I do want to thank you and say that 
we in Pittsburgh know of your firm, and Stanley Marshall, your asso- 
ciate here today, and your high standing as well as in your own profes- 
sional capacity. The Foreign Affairs Committee has been well ad- 
vised to invite you here. 

Mr. Vorys. Mr. Chairman, I want to ask this question, whether 
it has been agreed that the attachments to Mr. Muller-Munk’s state- 
ment can be made a part of the record. I have read them and I know 
other members have and while we don’t need to take the time to do 
this now, I know they will be extremely helpful in giving concrete and 
specific examples of the way in which his fine firm works. 

Acting Chairman Morean. That will be done. 
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(The statement is as follows:) 


Peter Mvu.LueR-MuNK ASSOCIATES 
725 Liberty Avenue, Pittsburgh, Pa. 


(Additional notes and changes to “Fact Sheet—Turkey ICA Project’’ which 
was originally printed in November 1957 by Peter Muller-Munk Associates.) 

Page 2, paragraph 5: 

“The Turkish Handicraft Development Board has been organized and is now 
functioning.”’ 

Page 2, paragraph 6: 
~ “Of oo 100 basic designs that were to be produced, 70 plus are already tangibly 

work.” 

Page 3, paragraph 1: 

“The exhibit schedule for the sample products has already been finalized and 
showings will be made in May, June, July in Ankara, Istanbul, Izmir.” 


Fact SHeet—TvurkKey ICA Prosect 
Peter Muller-Munk Associates 


Robert Renaud of Peter Muller-Munk Associates is chief American adviser and 
Robert Gabriel, instructor in crafts and design at Carnegie Institute of Tech- 
nology, is assistant American adviser. Mr. Renaud will coordinate the overall 
Turkey-United States-Peter Muller-Munk Associates objectives while Mr. Gabriel 
will supervise the production of actual sample articles to show what can be done 
with Turkish raw materials and craft skills based on Turkish traditions. 

The broad objective is to enlarge the activities of the Turkish handicraft pro- 
ducers and develop these crafts into small, cooperative industries. 

Turkey is about 70 percent rural, and in many parts of the country the popula- 
tion harvests only one crop, many being nonproductive for the rest of the year. 
Under a cooperative crafts arrangement, these people would be organized to 
produce various craft articles. For centuries it has been customary for each 
artisan to design, fabricate, and merchandise his particular product. 

Under the new cooperative system, it is planned to combine the work of several 
crafts in some of the ultimate products. This will result in a greater variety of 
craft articles having a wider acceptability on the modern international market. 

Turkey has an ample supply of copper ore. Most of the ore and some partially 
refined copper (known as blister copper) is presently exported. Industries buying 
it must further refine it before it is acceptable for standard commercial use. 
Peter Muller-Munk Associates says that Turkey can use this blister copper to 
make new products not requiring a highly refined copper. These products by 
the addition of Turkish craft skills will be of greater value to the national economy 
than the export of blister copper or raw ore. 

In addition to copper there are many other material-skill areas that will benefit 
in alike manner. For example, the areas in which PMMA will work during the 
first phase of the program are: 

1. Woodworking—ample supplies of Caucasian walnut and other hardwoods 
are available. 

2. Stone carving—two kinds of decorative stone predominate: erzerum and 
hacibektas. 

3. Fiber weaving such as cane, reed, and split woods. 

4. Meerschaum—a natural mineral unique to Turkey. It is light and absorbent 
and after being cleaned and waxed ‘goes to other countries for carving. 

All designs will be based on the tastes of the world market. As a result, Peter 
Muller-Munk Associates will recommend specific items, sizes, shapes, and ac- 
ceptable prices. The International Cooperation Administration in Ankara will 
administer the project jointly with the Ministry of Economy and Commerce of 
the Government of Turkey. 

Mr. Renaud’s first consideration will be to work with a Turkish project director 
in setting up a handicraft development board representing financial, government, 
labor, commercial, and foreign-trade interests. The Turkish project director 
and his assistant will be primarily responsible for field organization work. 

After the Handicraft Development Board has been established, Mr. Renaud 
will make a survey trip to Italy, Switzerland, and the Scandinavian countries 
and later in the United States to study marketing and productive structures and 
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to select representative craft samples. Based on this study, PMMA staff per- 
sonnel will produce more than 100 basic designs and will advise the Handicraft 
Development Board on the general specifications for a marketable line of craft 
items. By this time, the handicraft cooperatives in Turkey will have been well 
organized and ready for initial production. ; i 

After the first year, the craft co-ops will have been well established, quality 
standards will have been defined, and a final selection of more than 100 sample 
items will have been made. Some of these items will be of traditional Turkish 
design, and others will be new ee based on Turkish traditions. These sam- 
ples will be exhibited in Turkey to European agents and in the United States to 
American agents, and orders will be taken. It is anticipated by PMMA and 
Turkish officials that it will be 3 or 4 years before the program becomes self- 
sustaining. 

The pa for this project is directly between Peter Muller-Munk Associates. 
and the Ministry of Economy and Commerce of the Government of Turkey. 





Fact SuHeet—Israet ICA Prosecr 
Peter Muller-Munk Associates 


Through the International Cooperation Administration, Peter Muller-Munk 
Associates is under contract with the Government of Israel in a program aimed 
to increase the manufacture of goods for local consumption. 

The design office is in Tel Aviv with PMMA partner, Paul Karlen, as director, 
assisted by senior designer M. L. Rothenberg. The PMMA design team is 
teaching the craftsmen and industrialists of Israel to adopt national skills to 
modern manufacturing through the application of professional industrial design 
procedures. 

Some of the products already designed under this program include room 
heaters, a high-fidelity speaker enclosure, water heaters, silverware, andirons, and 
gift items. 

Several packaging programs, reflecting the characteristics of the country, have 
been completed for lines of cosmetics, food products, and pharmaceuticals. 

Currently underway is a complete company identification program for the 
Middle East’s first chain of supermarkets. The design team has incorporated 
company identification within the chain’s buildings, signs, packaging, stationery, 
labels, and other equipment. 

Internationally known industrial designer Peter Muller-Munk is managing 
partner of Peter Muller-Munk Associates whose home office is at 725 Liberty 
Avenue, Pittsburgh, Pa. 

Among the industrial giants included in the Peter Miller-Munk Associates 
client list are United States Steel, Westinghouse, Graflex, Schick, Inc., and 
Sylvania. In cooperation with the International Cooperation Administration 
of the United States Department of State, the firm has contracts with the Gov- 
ernments of Turkey and Israel, and has opened offices in Ankara, Turkey, and 
Tel Aviv, Israel. 

Mr. Muller-Munk is currently beginning a 2-year term as the first president 
of the International Council of Societies of Industrial Designers, which includes 
leaders of industrial design from Italy, Norway, England, Sweden, Denmark, 
oe Japan, India, Pakistan, Belgium, France, Germany, and the United 

tates. 

He is a fellow of the American Society of Industrial Designers and has succes- 
sively served as its president, chairman of the board of directors, and chairman 
of the foreign affairs committee. 

Mr. Muller-Munk was the only American designer asked to serve as a jury 
member in the 1957 Benelux golden signet industrial product competition, and is 
currently serving as consultant on industrial design to the United States 
Commissioner for the Brussels 1958 World’s Fair. 


Acting Chairman Morean. Mr. Jackson 
Mr. Jackson. I wish to join Mr. Fulton in expressing my apprecia- 
tion for your fine statement. The concern of many of us be have 
lived with this program for many years is that the vast amounts of 
money poured in at the Government-to-Government level are so 
dissipated by the time they reach the level of, shall we say, the man 
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in the street, that the total effect of what we are trying to do, is 
greatly dissipated. 

So far as I gather from your statement, what you are trying to do 
and what Bill Graham is trying to do is to bring another instrumen- 
tality into play—the genius of American business and industry. It 
does seem to me that until such time as we capitalize on the capacity 
of American business, on the demonstrated genius of our productive 
system, that we are not in fact utilizing all of the instrumentalities 
that are available to us in this period of cold war. 

I enjoyed your statement very much. 

Acting Chairman Morean. Mr. Curtis? 

Mr. Curtis. Mr. Chairman, I would like to ask the witness whether 
his firm does most of this work that he has described under contract 
with foreign governments who in turn defray some of the cost from 
ICA funds; is that the situation? 

Mr. Mutuier-Munk. No, sir, it is not. We have what are referred 
to as bilateral contracts. 

Our contracts are with the Turkish Ministry of Economy and 
Commerce, with che Israeli Ministry of Commerce, who administrate 
the project on the spot. They defray out of their own local currency 
funds, all local expenses. ICA contributes dollar funds for payment 
to the American staff backstopping in America and some materials 
and transportation. In other wari. you have a double financing if 
you wish, sir. On-the-spot American salaries, overhead, travel, 
backstopping in America are paid in dollars. All local transportation, 
all local expenses, and all foreign staffs and materials are paid out of 
local currencies by the foreign governments. 

Mr. Curtis. I am referring to the work of your firm. Now, is that 
paid for in part by ICA funds and in part by the foreign governments? 

Mr. Mutier-Munx. That is right, sir. 

Mr. Curtis. Thank you. I have no further questions. 

Acting Chairman Morean. Dr. Judd 

Mr. Jupp. No questions. I am sorry I could not be here to hear 
the full statement. 

Acting Chairman Morean. The next witness is Mr. James Tanham, 
representing the Chamber of Commerce of the United States. 





STATEMENT OF JAMES TANHAM; ACCOMPANIED BY DR. J. 
WARREN NYSTROM, MANAGER, INTERNATIONAL RELATIONS 
DEPARTMENT, CHAMBER OF COMMERCE OF THE UNITED 
STATES 


Mr. TannaM. Before I sit down may I introduce Dr. Nystrom, 
who is chairman of the international relations department of the 
United States Chamber of Commerce. I would like to have him sit 
here with me. 

Mr. Chairman and members of the committee, my name is James 
Tanham. Before retiring from active business, I was vice ae 
of the Texas Co., New York City. I appear here today on behalf of 


the Chamber of Commerce of the United States to present its views 
on the subject of mutual security. 

I am a member of the chamber’s foreign policy committee, and 
chairman of its subcommittee on foreign aid. I am also a former 
member of the chamber’s board of directors. 
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The Chamber of Commerce of the United States is a national 
federation of over 3,300 trade and professional associations and State 
and local chambers, with an underlying membership of more than 
2,500,000 businessmen, and over 21,000 direct business members. 

The views of the chamber are, in the main, expressed in broad 
statements of policy adopted by the members at their annual meetings. 
In matters requiring action between annual meetings, such as details 
of the proposed new mutual security program, the board of directors 
has the authority to approve, on behalf of the membership, the 
recommendations of chamber committees which are in accord with 
basic policy statements. 

The national chamber has endorsed the principle of mutual security 
repeatedly since inception of the program. 

We support the principle basically because of our interest in ad- 
vancing the security of the United States and of all other free nations 
against the threat of Communist expansion. 

Our reasons for this support are summarized in the following 


excerpt from a statement approved by our board of directors only 
last month: 


Congress should support the mutual security program as an instrument of 
United States foreign policy dedicated to the purposes of: 

(a) Security for the United States and the other nations of the free world. 

(b) The development of the economic resources and the liviag standards of 
the peoples of the free world through cooperation and self-help. 

(c) The encouragement of responsible political freedom and stability. 

(d) The fulfillment of the traditional humanitarian aspirations of our 


people * * *, 

This endorsement does not extend to every phase of a particular 
mutual security program. We do not believe that the value of the 
program can be measured directly by its costs; that is, we do not hold 
that the more money that is spent on it, the better its results must be. 
Nor do we believe the program is a “giveaway.” 

Mr. Futtron. What did you say there? 

Mr. Tanuam. Nor do we believe that the program is a “giveaway.”’ 

Mr. Futon. I wanted that point emphasized. 

Mr. Tannam. The board of directors also said: 


Congress should enact whatever legislation is necessary to insure the following: 
that the returns are commensurate with the costs; that the resources of free enter- 
prise are utilized to the utmost to supplement the mutual security program; that 
the cost of military assistance to our allies is included in the annual appropriations 
of the Department of Defense. 


The chamber believes that— 


the President should have limited authority, upon such terms as may be pre- 
scribed by Congress, to provide long-range economic assistance in the form of 
loans and grants for approved foreign development projects which may require a 
period of years for planning and completion. 


It is with sincere respect for the scope of the task facing the Congress 
in considering the proposed mutual security program for fiscal 1959, 
that we make the following recommendations, which are based on 
our most recent studies. 

(1) The administration’s appropriations request of $3,942,100,000 
for the fiscal 1959 program should be reduced by $259,750,000 to 
$3,682,350,000. This recommendation affects the military phases 


of the proposed program and the catchall category termed ‘Special 
and other assistance.” 
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Based on a belief that greater efficiency would be obtained by in- 
cluding the cost of the military parts of the program in the budget 
of the Department of Defense, the chamber recommends that re- 
quested appropriations for direct military assistance and defense 
support be reduced by 5 percent. This represents a reduction of 
$131,750,000. 

We tentatively recommend a reduction of $128 million in “Special 
and other assistance.” 

A special study group of chamber committee members in January 
considered the administration’s request as contained in the Federal 
budget. The group observed that $486 million was being asked for 
“Special and other assistance,’’ whereas new and reappropriated funds 
authorized for this category by the Congress last year totaled only 
$338 million. No explanation for this large increase was given. 

The group was confronted with the choice of accepting a large 
increase for an unexplained purpose, or rejecting it without knowing 
the administration’s reasons for its request. Under these circum- 
stances it suggested that the requested appropriation for the category 
as a whole be reduced $128 million but that the chamber reserve the 
right to revise this figure upon release of more detailed information. 
This suggestion was adopted by the board of directors. 

Members of this special study group now have the more detailed 
information and will present a concrete recommendation concerning 
the requested appropriation for the category “Special and other 
assistance”’ to the board of directors when it convenes tomorrow. We 
plan to file a supplementary statement with the committee shortly 
thereafter. 

(2) Congress and the public should be given more information 
concerning the mutual security program nicl should be informed as 
to how its budget is formulated. 

Although the overall appropriation request for mutual security 
agrees closely with the total of the more detailed breakdown recently 
made public, substantial discrepancies exist between requests for 
component parts of the program. For instance, the appropriation 
requests for defense support and special and other assistance in the 
budget do not correspond with those listed in the President’s message 
of February 19 on the mutual security program. 

This raises the question as to whether those responsible for formu- 
lating the program’s budget request first strike upon an overall figure 
and then tailor the various parts of the program to fit that total. 
If this is so, it is not only contrary to sound budgetary principles, but 
indicates irresponsibility in programing the use of public funds. 

We urge the committee to inquire fully into these matters. It is 
especially important during this period of international tension, that 
the Congress and the public be kept as fully and accurately informed 
as is possible. Those officers of the Government charged with respon- 
sibility for formulating plans for so vital a part of our foreign policy as 
the mutual security program, are doing the program itself a disservice 
by failing to provide a clear and straightforward explanation. 

(3) Congress should support the Development Loan Fund provided 
that it will serve to encourage private enterprise by shifting from 
purely government-to-government. dealings in the economic devel- 
opment of the less developed countries; and provide a basis for long- 
range planning of projects essential to the efficient conduct of United 
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States assistance to other countries; and also aid in the creation of 
basic economic development and economic stability within the 
less developed countries which will, in turn, promote greater private 
capital investment and enterprise. 

Congress should make certain that competent personnel will admin- 
ister the Development Loan Fund; that full and effective cooperation 
with other governmental agencies and private lending organizations 
will be maintained; and that the stated objective of fostering the role 
of private capital investment and enterprise will be strictly followed. 

(4) Economie assistance should be more efficiently utilized to pro- 
vide greater benefits, both to the United States and to recipient coun- 
tries. In assisting the less developed countries there should be no 
undue emphasis upon industrialization. 

Ou the contrary, planning should provide for an orderly and bal- 
anced expansion of all segments of their economies, with operation by 
private enterprise, rather than by government, encouraged to the 
fullest extent. 

(5) The administration’s request of $163,500,000 for technical 
cooperation should not be reduced. Technical assistance is most 
essential if other peoples are to acquire the techniques and skills 
necessary for their economic development. It is also a vital adjunct 
to our economic aid programs. 

That completes the recommendations. 

Last year, to obtain information which might be used by Congress 
and the administration to achieve a more efficient and better adminis- 
tered operation, we conducted an on-the-spot survey of the foreign aid 
program. This experience proved so informative that we decided to 
repeat it. This new survey has just been completed and I request 
that the attached findings be included in the record with this testimony. 

Questionnaires have been answered by American businessmen in 
in a position to witness the day-by-day operations of the program. 
Although some of the companies these executives represent may to 
varying degree be affected by the program, replies to the questions 
were frank and objective. It is apparent that these American busi- 
nessmen in foreign countries possess a high degree of understanding 
of the program’s purposes and objectives. 

These American citizens—about 300 of them, scattered among 65 
countries receiving some form or other of our foreign aid—represent 
over a hundred different business concerns with widely varying 
interests. 

Here are a few of the survey’s findings: 

(a) The mutual security program is important to our national 
security. Typical comments: 

If it had not been for the foreign aid program, the Russians would have been 
here right now (Iran). 

Vietnam exists today and it would not had it not been for ICA (Vietnam). 


(b) There is plenty of room for more administrative efficiency. 
Typical comments: 


Efficiency could be improved by stronger and clearer policy directives (Italy). 

Everybody busy writing reports on what could be done, but much of this from 
reading earlier reports. More doers and fewer planners needed (Korea). 

(c) Insufficient knowledge by ICA field staffs of foreign ways of 
thinking and of doing things seriously hampers the effectiveness of 
the program. Typical comments: 

21862—58—pt. 8——2 
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Insufficient realization that methods normal elsewhere are unworkable in 
backward country unused to self-government (Korea). 


(d) There should be better cooperation between the International 
Cooperation Administration and the United States Information 
Agency in disseminating information concerining our foreign aid 
program to the peoples of recipient countries. 

From the numerous comments received concerning the lack of 
publicity on our aid in foreign countries, the following is typical: 


This is one of the biggest failings of our foreign aid program. With better 


understanding on the part of the people, our aid could be reduced and achieve the 
same goal. 


Apparently many foreigners who are the beneficiaries of our aid do 
not realize that this assistance is being paid for by the American 
taxpayer. 

(e) The resources of free enterprise are not harnessed as fully as 
possible to supplement the Government’s efforts in the field of foreign 
aid. Typical comment: 

It remains basic * * * that private enterprise will receive no sympathy from 
the local governments despite all new legislation, until and unless local ICA 
missions think less in terms of direct government-to-government aid and more in 


terms of doing all possible to encourage and stimulate existing business as well as 
to develop new business and industry (Vietnam and Cambodia). 


(f) A greater proportion of foreign aid should be used to develop 
the economies of friendly countries. Close to 200 businessmen 
thought that the economic, rather than the military, aspect of the 
program should be given more emphasis. Typical comment: 

By all means stress the economic. Out of economic well being will come a 
natural popular conclusion that free enterprise * * * is better than communism. 
(Italy). 

In summary, the national chamber supports the broad principles 
of the mutual security program and recommends that it be continued. 
Adoption of the foregoing recommendations will save $260 million 
and will result in a more efficient and effective program. 

That concludes our written statement. 

(The survey referred to by Mr. Tanham follows:) 


WHAT AMERICAN BUSINESSMEN ABROAD THINK OF FOREIGN AID 


A REPORT ON A SURVEY OF THE VIEWS OF AMERICAN BUSINESSMEN IN FOREIGN 
COUNTRIES ON THE OPERATION OF THE FOREIGN-AID PROGRAM 


(February 1958—Chamber of Commerce of the United States) 


This report presents the opinions of American representatives of overseas 
branches or subsidaries of United States owned companies on such questions 
as the following: 

Is foreign aid effective? 

Can it be improved? 

Has it helped to stimulate private investment? 
How do foreign peoples view the program? 
How did they react to the Russian sputniks? 


Tue NATIONAL CHAMBER’S On-TuHE-Spot ForEIGN Arp SuRVEY 


How well is the mutual security (foreign aid) program achieving its objectives— 
furthering the security of the United States, its allies and other friendly countries 
against the encroachments of Communist military and economic imperialism? 

In the hope of throwing some light on this question, the national chamber 
recently sent a questionnaire to American business firms operating in countries 
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which have received some form of United States aid. The questionnaire was 
designed to obtain an on-the-spot evaluation of our foreign aid program from 
American businessmen who were in a position to observe its varied operations at 
first hand. 

Response to the questionnaire was excellent. Some 300 replies were received 
from 65 countries—in Europe, the Middle East, Africa, the Far East, South 
East Asia, and Latin America. 

The questionnaire covered a wide range of specific points. How efficient is the 
local ICA administration? How well qualified are most of the personnel? Do 
economic aid programs indicate sound planning? How much waste exists? 
Should the foreign aid program be continued or eliminated? What aspect of the 
aid program—military or economic—should be emphasized? To what extent 
do the people of a foreign country understand how our aid is helping their country? 
Has foreign aid been of practical assistance in stimulating private investment? 

Those who filled out the questionnaire were requested to express their views 
only on subjects they felt competent to report on, and to skip those on which 
they considered themselves no better informed than if they were residing in the 
United States. 

Four broad themes emerge from the survey: (1) The foreign aid program is 
important to our national security, (2) there is room for improvement in per- 
formance, (3) inadequate knowledge of foreign peoples seriously hampers the 
effectiveness of the program, and (4) private enterprise needs more encourage- 
ment if it is to make a better contribution to the development of other countries. 





FOREIGN AID AND NATIONAL SECURITY 


The bulk of respondents indicated that they thought the mutual security pro- 
gram performed a valuable function as an essential element of our foreign policy. 
A variety of comments from different corners of the world expressed this belief: 

“Tf it had not been for the foreign aid program, the Russians would have been 
here right now * * *” (Tran). 

‘Due to the poverty of this country * * * financial assistance will be necessary. 
If not received from us it is inevitable this country will accept offers from Egypt 
and Russia’”’ (Somalia). 

“Tt is easy to be critical when examining specific activities of the ICA program. 
Evaluating the overall program as it was administered in the past, the situation 
can be summed up by saying ‘Vietnam exists today and it would not had it not 
been for ICA’ ”’ (Vietnam). 

“This country must feel convinced that improvement in the basic necessities 
of life—food, clothing, and shelter—are obtainable under Western democratic 
principles of government. Economic aid will help them do this at this critical 
time’”’ (India). 





Need continues 


Only 4 respondents—2 from Europe and 2 from Latin America—felt that 
our foreign aid program should be eliminated. Eighteen believed that the size 
and scope of the program should be decreased. One hundred and fifty respond- 
ents stated that foreign aid should be continued at about the present level. 
Eighty-seven thought that it should be expanded. Forty-one, out of this total of 
300, expressed no opinion on the question. 

Some made a point of relating the continued need for foreign aid to recent 
Soviet technological achievements, as well as to the total impact of Soviet political 
and economic penetration. For example, it was noted that the launching of 
Soviet satellites meant that we are now more than ever dependent upon overseas 
bases—supported in part by foreign aid funds—for our security: 

“The situation has in effect reversed our position as regards NATO. Before, 
every NATO country felt they needed us as allies. Now it is we who need them. 
We are no longer invulnerable because of the protection of our two oceans, but 
have become very vulnerable to Russian ICBM’s with atomic warheads” (France). 

Respondents frequently indicated that the foreign aid program is one of col- 
lective security, and not just a program of aid. 


Impact of sputniks 


The questionnaire tried to determine whether Russia’s well-propagandized 
launching of the earth satellites produced any adverse change in the attitude of 
foreign peoples toward the United States. Most respondents saw little evidence 
of change in the basic attitude of friendship toward this country. But they noted 
that there was at least a temporary loss of faith in American supremacy in the 
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field of science and technology. The failure of our own Vanguard produced a 
number of lighthearted jokes abroad, particularly in Europe. These quips were 
tinged, however, with sympathetic understanding and a growing fear of Russian 
capabilities: 2 

“‘At first the man in the street was gratified at the whittling of the giant to 
his size—followed by ridicule at our much-publicized launching of the unsuccessful 
Vanguard—but sobered to sympathetic views toward United States and appre- 
hension for himself, fearing that the United States may not overtake the Soviets 
in the field”? (France). 


Economic aid emphasized 


But, although recent developments in the field of missiles and nuclear weapons 
focused attention on the Soviet military threat, the majority of respondents felt 
that the economic, rather than the military, aspect of our foreign aid program 
should be given more emphasis. Only 29 persons felt that the military part 
needed emphasizing, and 37 thought the present balance between military and 
economic is about right. Close to 200 respondents thought that economic aid 
should be emphasized. 

While the bulk of respondents indicated that they thought economic well-being 
was a precondition for political stability and reliable military strength, it was 
recognized that a blanket rule could not be applied to all countries: 

““Much more can be gotten out of dollars if the program is cleverly designed to 
suit the particular country that gets it—don’t just make it one pattern to fit all 
countries (or all countries in an area)” (Brazil). 

The comments of an American businessman in Turkey illustrate some of the 
problems involved in trying to evaluate the needs of a specific country: 

‘‘Turkey—in the event of war—would be the first overrun. It’s a bulwark 
against Russia—and a guardian of the Middle East—a role it accepts—as long 
as the pay continues. * * * Military should be stressed. Economic progress: 
Little hope will be held out for Turkey unless she soon changes her attitude toward 
the Greeks who are her economic backbone.”’ 


Coordination with other policies urged 


When commenting on the objectives of our foreign aid program and the needs 
of a local area the respondents did not always limit their remarks to foreign aid 
as such. Strong views were held that the mutual security program should be 
coordinated with other aspects of our foreign and economic policies: 

‘‘More commonsense should be applied. If we are to help these countries eco- 
nomically then let us be more practical in our aid—let us buy their products 
and they in turn will help us by buving our products—our equipment—and earn 
more dollars to repay their loans” (Ecuador). 

“The reporter has definite veiws with regard to an economic aid program look- 
ing toward the increased productivity of a highly industrialized country such as 
Japan. Such a program can only lead to an increased need for exports irrespective 
of whether such markets are available in the free world. We must create markets 
for Japan’s economy to live and unless we buy from Japan it appears fruitless to 
try to increase the country’s productivity.” 


Similarly, the opinion was expressed that the foreign-aid program should be more 
closely tied to the propaganda battle for men’s minds. reater efforts were 
urged in educational, literary and other cultural fields, suggesting the need for 
closer cooperation between the International Cooperation Administration (ICA), 
which administers the program, and the United States Information Agency. 


PERFORMANCE EVALUATED 


Respondents who answered questions relating to the administration and effi- 
ciency of the foreign-aid program were on the whole fairly well impressed with ICA 
operations. At the same time, they were forthright in citing instances of waste 
and poor management and in indicating that much could be done to make foreign 
aid more effective. 


Efficiency of ICA administration 


Of the 300 persons who completed the questionnaire, 111 stated that the gen- 
eral level of ICA administration was fairly efficient; 99 said that it was efficient; 
23—chiefly from the Far East and from Latin America—thought that it was 
poor. The rest did not feel competent to express an opinion on this question. 
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Staffing of ICA missions 


Sixty persons felt that the ICA missions were overstaffed; 128 indicated that 
the staff was about right; and 7 thought the missions were understaffed. 


Qualifications of personnel 


To the question whether most ICA personnel appeared qualified to handle their 
respective jobs, 97 said “‘well qualified,’ 102 answered ‘‘fairly well qualified,”’ and 
19 stated “‘poorly qualified.” 


Planning 


One hundred and twenty-four persons replied that most economic aid programs 
indicated sound planning in light of the needs of the country; 73 replies said that 


some programs indicated sound planning; 21 stated that few do; and one said that 
none do. 


Extent of waste 


Forty-six persons felt that there was too much waste in the operation of the 
foreign aid program. Most of these complaints came from the Far East and 
from Latin America; 111 believed that there was some waste, but not unreason- 
ably so; and 45 felt that there was little or no waste. 


Room for improvement 


In their comments, respondents indicated many areas where the foreign aid 
program could be improved. 

In some instances there was a call for a stronger sense of direction: 

“ao could be improved by stronger and clearer policy directives” 
(Italy). 

There were frequent complaints of what might be termed “bureaucracy”’: 

“Too much administration at all levels and too little field or grassroots work. 
Everybody busy writing reports on what should be done, but much of this from 
reading earlier reports. More doers and fewer planners needed” (Korea). 

‘‘There are some excellent personnel in ICA but their efforts are sometimes 
hampered by inefficient people. Inefficient in this case means people unprepared 
for their jobs or failure of others to adopt their thinking and actions to practical 
situations met in their work’”’ (Philippines). 

‘““* * * the personnel seem to be more interested in keeping their records 
— rather than getting the equipment out to the people that can use it’ 
(Iran). 

“Too many men doing too much paperwork and too little to show the locals” 
(Lebanon and Jordan). 

“Tf anything, mission is overstaffed in administration and understaffed in field 
technicians” (Philippines). 

Instances of poor performance were cited: 

“Tt is generally reckoned that each foreign aid dollar brings least result here, 
through lack of understanding on the part of ICA planners and through supply 
and distribution weaknesses leading to thefts and corruption” (Korea). 

‘ Basic commodities imported in unrealistic quantities with consequent spoilage 
(flour, yeast, dairy products) * * * agricultural equipment badly needed but 
imported prematurely and allowed to deteriorate before use or people trained 
(tractors, graders, earth movers)”’ (Viet-Nam). 

“The industrialization program, in particular, has been a dismal failure, due 
to incompetence on the one side and racketeering on the Korean side. In no 
case, has adequate planning and engineering assistance been provided” (Korea). 

Now and then it was charged that the masses of people we are trying to help 
do not always benefit from our aid: 

“Not enough projects which directly assist in raising the standard of living of 
recipient nations * * * the crying need. A few people appear to benefit but 
not enough to make the projects appreciated by man in the street as their daily 
struggle continues as hard as ever’’ (Europe). 

‘‘Luxury items financed which do not really help economy but benefit only 
i in official circles (automobiles, radios, victrolas, ‘hi-fi’ equipment)’’ (Viet- 
Nam). 

Failure to take into account the needs and peculiarities of each country and 
its people appears to be an important factor contributing to poor planning and 
waste: 

‘‘A good example of poor planning is the milk plant built in the Cochamba 
Valley—an existing dairy already takes all of the available milk in the valley, 
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- where is milk going to come from for the nice milk plant built by ICA?” 
(Bolivia). 

“It was interesting to hear * * * a story about a paper factory built with 
United States dollars which was to use a special wood available in Iran to make 
paper. When the factory was completed, it was then found that there was not a 
sufficient supply of this wood to keep the factory running full time. Why not 
determine such things before factories are built?’ (Iran). 

“Military aid and some capital projects—power and cement—are sound. 
Otherwise emphasis is on complicated rather than simple industrial projects 
which the Koreans prove incapable of handling”’ (Korea). 


Lack of publicity scored 


A major failing of the aid program seems to be that it is not effectively explained 
to the people of a foreign country. The majority of respondents agreed that the 
masses of people abroad have little, if any, idea of what aid comes from where: 

“This is one of the biggest failings of our foreign-aid program. With better 
understanding on the part of the people, our aid could be reduced and achieve the 
same goal”’ (Far East and southeast Asia). 

“One of the main deficiencies of all United States foreign-aid programs has been 
a complete lack of publicity so that the extent of our aid is not put across to the 
people in the country” (Brazil). 

“Publicity through ICA periodicals is channeled to management personnel, 
but they do not get to the mass of the people’’ (Philippines). 

“Little real understanding; considerable mistrust of our motives; Communist- 
fostered belief that the program is a wedge to obtain unfair economic advantages” 
(Brazil). 

“The absence of a well-thought-out program to inform the French people of 
the nature and extent of United States aid is deplorable’ (France). 

“While United States aid to India is highly diversified, very little effort so 
far has been made to make the Indian people understand how well it has been 
woven into the fabric of their 5-year plans. Publicity supporting this aid is 
painfully inadequate” (India). 

One respondent placed our failure to explain ourselves and our motives in the 
following light: 

“Largely caused by lack of contact between ICA personnel and important 
local citizens. The tendency is for the ICA group to stay together like a small 
community rarely contacting the local population hence remaining insulated 
from important sources of information affecting the economy of the country” 
(Liberia). 

Similar comments were made by others: 

“They almost make it a point to recreate abroad the ‘Main Street atmosphere’ 
they left behind them. Just go to one of their parties, anywhere in the world, 
and you will only meet Americans who discuss apartments, servants, PX supplies, 
and occasionally black-market operations” (France). 

All these statements indicate that there is more to foreign aid than just the 
amount of money that is spent. As one respondent remarked, ‘‘some people are 
more successful with a stick of gum than others with a box of candy and bouquet 
of flowers.” 

On this point, respondents strongly emphasized the importance of understand- 
ing the culture and way of life of foreign peoples if our aid program is to achieve 
more effective and lasting results. 


KNOWLEDGE OF FOREIGN PEOPLES EMPHASIZED 


The questionnaire did not touch on the problem of getting along and com- 
municating with foreign peoples. Respondents pointed out, however, that much 
of the inefficiency and waste that exists in the foreign-aid program revolves around 
this problem. 

An understanding of foreign ways of life and methods of doing things was cited 
as important in order to work effectively with the local population: 

“Insufficient realization that methods normal elsewhere are unworkable in 
backward country unused to self-government” (Korea). 

“The main difficulty is to get along with native mentality—and this comes by 
experience” (Lebanon and Jordan). 

In commenting on the inefficiency of some ICA personnel, some respondents 
stressed that this may have nothing to do with their technical qualifications: 

“Rapid turnover with personnel not familiar with Latin American customs or 
language’”’ (Chile). 
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‘At times personnel of the ICA appear not to be sufficiently qualified in that 
their experience is based altogether too much on practices in the United States 
which may not necessarily apply in a foreign country. Lack of knowledge of 
customs, manner of doing business, etc., hampers the efficiency of such personnel’’ 
(Philippines). 

Other respondents indicated that the failure to publicize the aid program effec- 
tively was in great measure related to an inability to communicate with other 
peoples because of their different languages, cultures, and views of life: 

“Tt seems that the publicity or public relations work for ICA * * * could be 
improved, not so much in intensity as in doing it more cleverly—too many top 
public-relations people in ICA simply do not understand how to deal with skillful 
propaganda because they do not understand what kind of material Brazilians will 
readily take’”’ (Brazil). 

Comments such as these suggest that if we are to explain our purposes and 
objectives to other peoples, this must be done in terms meaningful to them—in 
the context of their own experiences and culture, 


ENCOURAGEMENT OF PRIVATE ENTERPRISE 


Respondents were asked to comment on the two aspects of the mutual security 
program—the investment guaranty program and the Development Loan Fund— 
which were intended to create a climate favorable to the investment of private 
capital for economic development purposes abroad. 

The questionnaire revealed that 232 respondents had had no experience with the 
investment guaranty program, and that 171 were not familiar with the Develop- 
ment Loan Fund. Consequently, relatively few felt qualified to comment on 
these two programs. 

Those who did have something to say generally thought that both programs 
were worthwhile, and could stimulate private enterprise abroad. It was pointed 
out, however, that the effectiveness of both programs depended greatly on the 
cooperation of the local government involved. 

It was strongly felt that the investment guaranty program could be made more 
effective: 

‘‘This is perhaps the most productive phase of the foreign-aid program and it is 
desirable to develop and extend it, for it definitely offers an incentive to foreign 
investors. However, at present it appears to be rather expensive” (Peru). 

‘‘The program as originally established only covered new investments or addi- 
tional investments by already existing entities. I feel it should cover already 
existing investment as well, when requested by such investment” (Brazil). 

The idea behind the Development Loan Fund produced a generally favorable 
reaction: 

‘Psychologically, most people do not like outright charity, unless they just 
cannot stand alone * * * The Development Loan Fund will lead to sounder 
planning since a responsibility is accepted’”’ (Philippines). 

“With competent screening of applicants by investment bankers and techni- 
cians * * * and with local government cooperation, the project appears to afford 
broad opportunity for stimulation of private enterprise in India’ (India). 

“The Development Loan Fund can stimulate private enterprise if the condi- 
tions to obtain loans are made concrete and made known to the general public’ 
(Portugal). 


Need for official cooperation 


Respondents strongly emphasized the need for greater cooperation between 
private enterprise and the ICA abroad. Those from the Far East and south- 
east Asia appeared particularly disturbed by the impression that ICA seemed 
chiefly concerned with setting foreign governments up in businesses which in the 
United States and Western Europe would be privately operated. 

Perhaps the best statement on this problem came from an American business- 
man with experience in Vietnam and Cambodia: 

“The first step toward stimulating private enterprise would be for ICA at 
local levels to begin stressing the importance of private enterprise in a full economy 
(and to begin thinking in these terms themselves) * * * It remains basic * * * 
that private enterprise will receive no sympathy from the local governments 
despite all new legislation, until and unless local ICA missions think less in terms 
of direct government-to-government aid and more in terms of doing all possible 
to encourage and stimulate existing business as well as to develop new business 
and industry. ICA locally has never gone on record as strongly supporting 
private enterprise or even in having more than a passing interest in it.” 
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Stimulating private enterprise abroad 

Respondents were asked if they could suggest any specific ways to stimulate 
private enterprise. The major suggestions that were made in this regard in- 
cluded: reduction in United States taxation on business profits abroad, particularly 
on profits of subsidiary companies; concerted efforts to persuade local governments 
to ease restrictions on foreign investments; long-term loans to local private 
enterprise instead of on a government-to-government basis; vigorous efforts to 
influence foreign governments in favor of private enterprise. 

Acting Chairman Morean. Thank you, Mr. Tanham. 

I am sure you have included many things in your statement that 
will be of value to the members in the debate on the floor. How did 
you arrive at the cut you recommended? 

Mr. Futtron. May I be excused for another meeting, Mr. Chairman? 
And may I say Mr. Chairman, I congratulate the gentleman on a fine 
statement. 

Mr. TanHam. Let me make sure that I understand your question. 

Acting Chairman Moraan. I wanted to know how you arrive at 
the figure of $259 million. 

Mr. TanuaM. It is arrived at in two steps. 

The first step is this: Our recommendation to transfer funds for 
the military phases of the program to the Department of Defense 
should result in a saving of approximately 5 percent for those activities, 
or $131,750,000. 

That recommendation appears on page 3. The other budgetary 
recommendation is for a tentative reduction of $128 million in the 
general category ‘‘Special and other assistance.”” That makes the 
$260 million. 

Acting Chairman Morean. That cut will be in the special assist- 
ance and the contingency fund? 

Mr. Tannam. I would say principally in those two because the 
third item in that category, the “Other miscellaneous programs,”’ of 
which I think there are roughly one dozen, all of which are more or 
less carryovers from year to year—such as the Children’s and Refugees 
Funds—account for a minor part of the total requested here. 

Now, I want to emphasize again, however, that this recommended 
cut for the special and other assistance category is tentative, and it 
has to be tentative from our point of view because at the time our 
chamber committees met to consider the program we did not have 
information as to what was comprised in these totals. As I said, we 
were faced with the dilemma of either advocating something in the 
dark, on which we had not sufficient information, or suggesting a tenta- 
tive reduction. 

Acting Chairman Morgan. What was the date of the board of 
directors meeting of the chamber? 

Mr. Tannam. That meeting was the last day of January. 

The Federal budget figures were the best ones available to us at that 
time. When I say “best figures,’ I mean not only the best published 
figures but the best figures available from the administration. 

Acting Chairman Morgan. Thank you, Mr. Tanham. Mr. Vorys. 

Mr. Vorys. Mr. Tanham, I appreciate your appearing here, and 
bringing this statement. I hope every Member of Congress will read 
it. I especially urge the chamber to get it to the various State 
chambers of commerce, and local chambers of commerce,’ because 
some of these show evidence of being able to pass on this thing with 
an open mind, in the sense of a vacant mind. 
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Here is the report based on 300 Americans doing business in 65 
different countries; isn’t that correct? 

Mr. TanuaM. That is correct; yes, sir. 

Mr. Vorys. The criticisms that are made have already received 
considerable consideration in our studies. Your estimates of the 
reductions that might be made are tied up somewhat with your 
complaint that insufficient information is given to the public, or to 
a committee such as yours, to make a precise estimate; I can only 
say to you that our committee in the past few weeks has received 
much information which is of a character that obviously it would 
not be in the public interest to release and much information which we 
have urged should be declassified. 

I think our committee, with the aid of such statements—intelligent 
statements—as this, would be able to make a judgment that would 
be satisfactory to you, on what the amounts should be, but I certainly 
want to commend the chamber for the intelligent study it has made 
and the informed recommendations that have been made and I have 
no questions. 

Mr. Tannam. Thank you very much, sir. 

Acting Chairman Morean. Mr. Carnahan 

Mr. CaRNAHAN. I want to express appreciation for this statement, 
coming from this very important group, the Chamber of Commerce 
of the United States. I am sure that it will be helpful in explaining 
the program. 

I would like to ask for a little further comment from page 5 of your 
statement. I shall read from the statement: 

Congress should make certain that competent personnel will administer the 
Development Loan Fund. 

I will pause there to ask if that statement is in any sense critical of 
the administration of the program, so far? 

Mr. Tanuam. Do you mean of the Development Loan Fund? 

Mr. CARNAHAN. Yes. 

Mr. Tanuam. I would say it is not so intended; no, sir. As a 
matter of fact, the time that has elapsed since inception of the fund 
is really too short a period within which to arrive at an objective 
judgment. It is definitely not intended as any implied criticism. 

Mr. CarNAHAN. You say it is not intended to imply criticism of 
the administration but just a caution that the administrator of the 
Fund should be carefully looked after. 

Mr. Vorys. Would the gentleman yield at that point? 

Mr. CarNnaHANn. Yes. 

Mr. Vorys. I hope if your committee meets further, the Congress 
could have your judgment on the personnel of the proposed loan 
committee of five for the Development Loan Fund, headed by Demps- 
ter McIntosh—I think a member of your organization with almost a 
lifetime of experience in foreign trade, and with Mr. Dillon, Sam 
Waugh, with Jim Smith, and then the Treasury representative on the 
Import Bank. I would like to have your judgment on whether that is 
a proper staffing at the top. 

Mr. CarNAHAN. I was going to read the rest of the paragraph: 

Congress should make certain that competent personnel will administer the 
Development Loan Fund; that full and effective cooperation with other govern- 
mental agencies and private lending organizations will be maintained; and that 


the stated objective of fostering the role of private capital investment and enter- 
prise will be strictly followed. 
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I was going to ask you if you had a recommendation that would 
strengthen the administration of the program and I might ask what 
would be your reaction to incorporating the fund? 

Mr. Tanuam. Now, would you mind repeating for me the first 
question? 

Mr. CarnaHan. If you would care to comment on your own per- 
sonal opinion, if you do not care to express the opinion of the chamber 
of commerce. If you have a suggestion you think would strengthen 
the administration of the loan fund, and that would make it more 
effectively meet these criteria that you set up. That is, make the 
Fund more effectively cooperate with other lending organizations and 
help to meet the stated objective of fostering the role of private capital 
investment. 

Mr. Tanuam. As I said at the outset in this paper, the chamber’s 
policies, of course, are drawn in rather broad language. They do not 
generally concern specific details or desirable methods of implementa- 
tion. I am sure, however, that the chamber would indeed be happy 
at another time or in another way to respond to any request for some- 
thing more specific and definite to help implement the policies which 
it recommends, even though we are not able to do so at this moment. 

Mr. Carnawan. That would ‘be appreciated because reading the 
paragraph might prompt a tendency to read between the lines that 
there was a doubt in your mind that the program was being compe- 
tently administered. However, you stated that such was not the 
case with your statement. 

Mr. Tannam. Chamber policy as of now specifically states that the 
Development Loan Fund should be utilized to encourage private 
enterprise rather than government-to-government dealings. 

Mr. CarnaHan. I would agree with that hope. 

Acting Chairman Morgan. Mrs. Bolton 

Mrs. Bouton. This is very good material. We need it. 

Mr. Tanuam. Thank you very much. 

Mrs. Boron. I am just wondering whether some of the criticisms 
are not criticisms of the whole method of procedure which is growing 
in this country in every phase of our life, on page 6: 

There were frequent complaints of what might be bureaucracy: too much 
administration at all levels and too little field and grassroots work. Everybody 
writing reports. 

That is on the questionnaire. Perhaps I shouldn’t have gone so 
far ahead as that. But isn’t that a rather national fault at the mo- 
ment? I don’t know of any organization in which I have worked, in 
nursing, in medicine, and so forth, where there is not complaint that 
the nurses and other professionals are doing too much paperwork. Of 
course the same thing pertains in other fields. 

oe Tanuam. I think what you say is very true in so many walks 
of life. 

Place yourself in a Schrafft’s lunch counter in New York, and all 
you want is a ham sandwich and a cup of coffee, and you want it fast. 
Then look at the tremendous amount of paperwork they have to go 
through to get you that ham sandwich. The waitress has to write it 
all out, put it on a dumbwaiter to the kitchen, and then comes the 
check. It is most complicated to get a ham sandwich, but it illustrates 
your point very well. 
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Mrs. Botton. We are deeply interested in the results of the question- 
naire. I shall want to study this very carefully. I think there is a 
great deal in it that will help us very much: I was interested as Mr. 
Vorys was, in the why and wherefore of the cuts, and I agree with him 
that if that is the total of cuts we are going to be fortunate. 

Mr. Vorys. I didn’t say that, the chairman said that. 

Mrs. Bouron. So he did. I had forgotten that. You are a cutter. 

Mr. Vorys. No; I just reserved judgment. 

Mr. Jupp. The chairman even said, “This committee.’ I think the 
committee will be all right, but I don’t know about the House. Some 
of us are saying that a vote against this bill is a vote for unemployment. 

We have to get a slogan or two on this program on our side. 

Mr. Tanuam. You are in a very difficult spot this year, I appreci- 
ate that. 

Mrs. Bouron. Thank you, Mr. Chairman. 

Acting Chairman Morean. Mr. Coffin 

Mr. Corrtn. Mr. Tanham, this is an excellent presentation. Do 
you feel quite confident that this represents the thinking of most of 
your membership throughout the country? Do you have any way of 
assessing to what extent this statement represents the 2.5 million 
businessmen who are members of the chamber? 

Mr. Tanuam. Oh, yes. I think I can make clear that it does. Let 
me explain to you, without I hope boring you, the policy formation 
process of the chamber. 

Let me say that the policies of the chamber are regularly adopted 
at its annual meeting which is normally held in Washington very 
late in April and early May, and will be again this year. That meeting 
of course, is attended by delegates from chambers and business 
organizations from all over the country. 

At annual meeting they vote for the adoption of policies, or vote 
against the adoption of policies. The meeting is the forum for the 
adoption of policy. 

Now, prior to that meeting in April or May—60 days prior to that 
meeting—all policies which are proposed for action at that annual 
meeting are mailed to the entire membership of the chamber in 
writing for their study and consideration. Many of our members 
have their own committees—similar to the regular committees of 
the chamber—which review the policies. They are invited to criticize 
them, and to send their delegates to the annual meeting to express 
their views on those policies. 

There is one other way in which a policy may be adopted. In the 
event it is a policy matter of such urgency that it cannot await action 
at the the annual meeting, it is submitted by written referendum to 
the entire membership of the chamber. 

Now, prior to the distribution of proposed policies, 60 days in 
advance of the annual meeting, they are formulated through the 
organizational machinery of the chamber. 

If I may go several steps backward, policies originate in committees 
of the chamber. That is, committees of businessmen. These busi- 
nessmen, of course, come from all parts of the country and are picked 
so that there will be uniform geographical representation on the various 
committees. They are picked also because they happen to be well 
qualified in the line of the respective committees’ work. 
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Chamber committees are appointed soon after the beginning of what 
is called the chamber’s fiscal year, which is in early May. They usu- 
ally start their considerations, say, in September. They not only 
work to formulate proposals for policy, but they also review all policies 
in their field then in existence. 

In other words, there is a complete policy review each year. 

I should emphasize that every policy of the chamber expires by 
limitation in 3 years, unless it is renewed. By membership action it 
can be discontinued or repealed at any time. 

Mr. Corrin. This basic statement of yours is the result of last year’s 
meeting of the United States chamber? 

Mr. Tanuam. May I just finish my explanation? 

Then the committee’s reports and recommendations are trans- 
mitted to the board of directors. 

The board of directors decides whether they are appropriate subjects 
for consideration by the chamber. There are some subjects which 
of course, are not within the purview of the chamber’s activities. 
If a policy receives Board approval, it is then referred to the policy 
committee for its consideration. If the policy committee approves, 
policies, as I have described, are mailed to the membership, 60 days in 
advance of annual meeting. The policy statements to which I have 
referred, and on which our testimony is predicated, are existing policy 
statéments, and they are in the chamber’s policy declaration book. 
This one here [indicating]. Now, every policy in this book is not 
3 years old. It is less than 3 years old, or it wouldn’t be here. Some 
of these policies were either originally adopted within the last 3 years, 
or renewed within the last 3 years. But whether they were adopted in 
1957 or 1956 or 1955, they are the existing and standing policies 
of the chamber; and they are as good today, even though they were 
adopted in 1955, as though they were adopted today. 

Otherwise they would have been repealed. I mean that if they 
were not expressive of the sentiments of the chamber, they would 
have been repealed. 

Does that answer your question? 

Mr. Corrin. Yes, it does. 

Now, one new area of observation—new to me—is the responses 
to the questionnaire regarding the effectiveness of our publicity about 
our work abroad. And even though it is under the questionnaire, on 
page 7, you have phrased it as a recommendation, that there should 
be better cooperation between ICA and the United States Information 
Agency in disseminating information. 

I think Mr. Chairman this is an area where we have not received a 
great deal of information and I think we might do well as we continue 
our deliberations to bear in mind that, apart from the work that is 
being done, we have this other area of the reaction to this work and 
how can we help ourselves achieve the maximum benefit? 

I think at least at this session of Congress it is an original area we 
haven’t fully considered. 

I have made a suggestion to the staff that some of these answers to 
questionnaires relate to incidents that I think ICA would be interested 
in following up and including in the bible that it has issued. 

You may not be aware as yet, but ICA has initiated a program of 
investigating all of the charges and trying to give as full an answer as 
possible. 
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Mr. TanHam. We were here yesterday, and we learned a good deal. 

Mr. Corrin. I think there are some things here that were not in 
that compendium, and they ought to be traced down. 

Mr. Tanuam. It is bandby conceivable that everything was in that 
compendium. 

Acting Chairman Morean. Dr. Judd. 

Mr. Jupp. Thank you, sir. 

On this question of the 5-percent cut in military assistance and 
defense support, Mr. Tanham, we have been told by some of the 
Government witnesses that if further substantial cuts are made, they 
can’t be absorbed across the board, but they will have to sit down 
and decide which countries to let go, that is, in which countries to 
stop the program. They say a further substantial cut just means we 
walk out on certain countries. 

Now, if you agreed—I don’t know that you do, and I don’t know 
that I do—if you agree that this 5-percent cut would mean the 
ps of the program, producing the results that the Iranian and 
the Vietnamese told you, would turn them over to the other side, 
would you still be for the 5-percent cut? 

Mr. Tanuam. We do not mean that. We are not for cutting the 
programs, but we are for cutting the amount by better administration. 

Mr. Jupp. We tried to put it in with the Department of Defense 
appropriation last year, and we couldn’t get it there. 

I still come back to my hypothetical question in terms of the 
practical situations we have to face. 

Mr. Tannam. Did I answer your question? 

Mr. Jupp. No, you didn’t. 

Mr. Tanuam. I am sorry. 

Mr. Jupp. We are up against a situation where such a cut—since 
we haven’t been able to get the improvement in efficiency that you 
and I would like—might mean withdrawing from some countries in 
order to keep the program going in the countries considered more 
strategically important. Such a withdrawal from some countries 
would mean abandoning them to the other side in the cold war. 

If that were to be the result, would you still advocate the 5 percent 
cut? 

Mr. Tannam. No, because our advocacy of the 5 percent cut is 
predicated wholly upon administrative economy, by transfer of 
function and not by cutting the program. If the transfer of funds is 
not accomplished, then we do not see how the 5-percent economy 
could be achieved. 

Mr. Jupp. I thank you. That makes it clear. 

Now, this question of increased size of special assistance requested. 

There are some indications in the testimony that last year they felt 
they couldn’t absorb the cuts that were made by the Congress, and 
they made up for those cuts in various items by taking funds out of 
special assistance. They evaded, if you wish, the cuts made by 
Congress. Apparently, the figure they can’t get the money restored 
in the original specified items, so they will try to get it restored as far as 
possible through special assistance. 

Was that part of what you folks had in mind? 

Mr. Tanuam. That is illustrative of the kind of budgeting we are 
complaining about. We don’t think it is forthright, and we think it 
could be definitely misleading, and we do think it is prejudicial to the 
American’s understanding of the entire program. 
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We think these things should be considered on their merits and 
brought out in the open. Say what they are for and have them judged 
on their merits. If the amount requested is appropriated, they 
should have it. If not, the amount for that specific thing should be 
reduced. But we shouldn’t have an item for 1 purpose taken out of 2 
items in the budget. 

The item should be itemized in the budget, as such, and allowed 
to stand or fall on its merits. 

Mr. Jupp. On the other hand, suppose you sat here and were given 
information that cannot be revealed because it would endanger our 
own security or that of some of our allies, and that information indi- 
cated that it is advisable from the standpoint of our Nation’s well- 
— to have such a fund of such a size as the contingency fund 
at least. 

Would you then feel as strongly that perhaps that special assistance 
fund should be cut? 

I mean, if they justified it in private to us, so we were convinced it 
was advisable, even though they are not permitted to justify it 
publicly. 

Mr. Tanuam. Certainly, if I was sitting here as a member of this 
committee, | would have to recognize their justification. 

Mr. Jupp. And you recognize that when you deal with this tomor- 
row at your meeting, you simply can’t have all the information that 
is in these books with the Marines guarding them? 

Mr. Tanuam. I certainly do; yes, sir. 

I do, however, at the same time feel, in dealing with it tomorrow 
at the meeting, that we now have considerably more information 
than was available to us last January. 

Mr. Jupp. Thank you very much. I think your statement is more 
hardheaded and down to earth, and in that respect more helpful to us 
than almost any we have had, certainly more persuasive than any we 
have had from the Government witnesses, because it isn’t ex parte, 
so to speak. 

Mr. Tanuam. Well, we tried to make it honest, an expression of 
our honest convictions on the subject. 

Acting Secretary Moraan. Mr. Jackson. 

Acting Chairman Morean. Mr. Jackson. 

Mr. Jackson. Thank you, Mr. Chairman. 

Mr. Vorys. Does your chamber of commerce have 300 members 
in 65 foreign countries? Mine doesn’t. 

Mr. Jackson. Like Mark Twain’s famous statement that everybody 
talks about the weather and nobody does much about it, it would 
appear that almost everyone is in complete agreement that private 
enterprise should do more in this program. 

In this committee you can get a unanimity of opinion on that point 
that is difficult to achieve on any other subject. You can get it on 
the floor of the House. You can get it from the State Department 
and from everyone else. But no one, to the best of my knowledge, 
has come up with any definitive suggestion as to how we are going to 
drill a little hole in this reservoir and let just a little bit of it trickle 
out down at the bottom in the form of direct business-to-business 
operations. 

In brief, how are we going to get some of this tremendous amount 
of money into the hands of the man in whose hands rests the future 
of the world? 
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Prime ministers aren’t going to do it. Finance ministers aren’t 
going to do it. Nor are the people who are nationalizing utilities, 
transportation, communications, steel, iron—I think we all realize 
that private ownership of most of those things in the countries where 
this program is operating are things of the past. Those are Govern- 
ment operations. The only area we do have remaining is in small 
manufacturing and processing and perhaps some extracting processes. 

How do we utilize this genius of which I spoke previously. 

I think if the chamber of commerce wants to make another sub- 
stantial and helpful suggestion, they might well recommend to this 
committee in what way, in a definitive way, how we can bring private 
enterprise into this program? 

Mr. Tanuam. I think that is a very excellent field of study for the 
chamber, and I am sure they would be happy indeed to explore it, 
and I am equally sure they would probably come up with some very 
helpful suggestions. 

Now, in this questionnaire, one suggestion along that line—it is a 
minor one, probably—is this: that the LCA representatives in these 
various foreign countries should, as representatives of the United 
States, be more, shall we say, private-investment minded, and not 
continue always to think of government-to-government lending. 

I think some of the great opportunities lie right there in the field, 
in the country where he is operating. 

Now, I am sorry that I can’t agree with you entirely that there is 
no possibility of private ownership of public utilities and things like 
that; that it is completely hopeless in all these countries. I don’t 
think that is so. I can’t prove it, of course. 

Mr. Jackson. We can look at the 20 republics of Latin America 
and see what has happened in the last 20 years. Opportunities for 
the investment of private capital have become limited. The diffi- 
culties taxwise, employmentwise, and in other respects have made it 
impossible for private capital to enter into many fields. 

However, I should like, before the discussion on this bill, before our 
final draft of it is complete, to have the thinking of the United States 
Chamber of Commerce on some concrete proposals which might be 
drafted in the form of amendments, to see if we can’t get this ball 
rolling. 

Mr. Tanuam. I think I would say that the chamber would be 
very happy indeed to be invited to make that contribution and will 
do its utmost to make a worthwhile contribution. 

Mr. CarNAHAN (presiding). Mr. Curtis. 

Mr. Curtis. I join in expressing appreciation for a very helpful 
statement, and for having Mr. Tanham’s broad business experience 
brought to bear on these problems. 

I have no questions. 

Mrs. Botton. Have you by any chance been out into the world on 
any of these trips? 

Mr. Tanuam. Yes; I have. As a matter of fact, after I retired 
from the Texas Co., I became a Government employee for the next 
6 months. I won’t burden you with it, but I don’t think I was very 
satisfactory as a Government employee. I went to Paris with the 
ECA mission and, quite frankly, I thought that I was wasting my 
time, and I came home. Iam convinced that I was wasting my time. 
I should never have been sent. I decided that whenever I felt I 
wasn’t doing anything worthwhile, or whenever the Government felt 
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I was not doing something worthwhile, I would come home. I felt I 
would rather loaf in Sarasota, Fla., than loaf in Paris at Government 
expense. 

I have been around, traveling for business and otherwise. 

Mrs. Bourton. I think it gives an added weight to your report. 

Mr. Tanuam. Well, I hope so. 

Mr. CarNAHAN (presiding). Are there further questions or com- 
ments? 

If not, we thank you for this presentation. 

Mr. TanHam. May I pause to tell you a little story? 

Not bragging: I went to church today. I happened to be passing 
a church here on New York Avenue, and I saw a sign that said, 
“Lenten Service.” Dean Pike was to be the speaker. I always 
wanted to hear Dean Pike, and I went in. 
Rs What do you think was the subject of the sermon? ‘Why am I 

ere?”’ 

It was an excellent sermon. 

Thank you very much, Mr. Chairman. 

I will be very happy to respond to these requests. 

Mr. CaRNAHAN (presiding). Our next witness is Mrs. John F. 
Latimer, second vice president, League of Women Voters. 


STATEMENT OF MRS. JOHN F. LATIMER, SECOND VICE PRESIDENT, 
LEAGUE OF WOMEN VOTERS OF THE UNITED STATES 


Mrs. Latimer. I am Mrs. John F. Latimer, of Washington, D. C., 
second vice president of the League of Women Voters of the United 
States. The League of Women Voters, consisting of 128,000 members 
in 48 States, Hawaii, Alaska and the District of Columbia, wishes to 
support the economic aid sections of the mutual security program. 
We are omitting endorsement of the military assistance and defense 
support provisions of the legislation, not because we disapprove of 
them, but because we have never studied them sufficiently to take a 
position. 

For over 10 years the members of the League of Women Voters have 
supported measures for economic aid with emphasis on long-range 
programs with multilateral cooperation, particularly through the 
United Nations. We have always been concerned because amounts 
allocated for economic aid seem pitifully small in relation to the need. 
Again, this year, we find the administration’s request for military 
assistance and defense support amounting to $2,635 million or twice 
as much as the economic aid sections of the proposed mutual security 
program. By adding the two overseas military programs to the pro- 
posed $40 billion planned for our Defense Department, we get a total 
of over $42% billion. Placed against this total, the $1,307 million for 
economic aid in the mutual security program seems microscopic. 

And yet, the current thinking of our foremost leaders in both 
political parties as expressed at the February 25 Washington con- 
ference on ‘The Foreign Aspects of United States National Security”’ 
is that the wars of the future with the Communist world will be 
economic rather than military. If the usable weapons are not to be 
missiles, and we pray that they won’t be, then we had better equip 
our economic arsenals to win what will be a struggle for survival. 

As former President Truman so effectively win 


People will forgive us for spending too much in the search for peace; they will 
never forgive us for refusing to spend enough. 
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These remarks have been matched by President Eisenhower’s many 
reaffirmations of the need for economic aid. Secretary Dulles, 
appearing before this committee, spoke plainly when he said that the 
enemies of foreign aid were the ra advocates of a giveaway because, 
if they had their way, the United States by now would have— 
given away a dozen or so nations with their hundreds of millions of people * * * 
access to essential resources * * * essential bases * * * and, worst of all, 
America’s great spiritual heritage. 

Now, I would like to talk about a very small portion of the program 
in terms of dollars, but a very significant one in terms of United States 
relations with the rest of the world. I am referring to the President’s 
request for $20 million to expand the United Nations technical assist- 
ance program. It is undeniable that this program has been a success, 
yet the United States has steadily reduced the percentage of its con- 
tribution to the total operating fund, and the League of Women 
Voters regrets such false economy. 

The new special projects fund under UNTA is an exciting deveiop- 
ment which was fostered by United States initiative to meet the 
rising demands for expansion of technical assistance. 

It is cheap for us in that we bear a share of the cost rather than 
carrying it all. 

It is vital to train other countries in the problems and responsibili- 
ties of administering aid. In a multilateral program underdeveloped 
countries can acquire a wider variety of this type of experience. 

It is important to avoid the psychological consequences which arise 
when one country does the giving and another the receiving. Under 
UNTA many countries both give and receive money and technicians. 
This type of cooperative sharing lifts the spirits of proud people and 
avoids the pauper-prince relationship. 

As I indicated earlier the League of Women Voters has supported 
the principles of long-range programs because we feel they are essen- 
tial for sound planning and stability. Last year we thought it was a 
step in the right direction when the Development Loan Fund was 
authorized for 2 years, even though the funds were only appropriated 
for 1 year. We hope that this year the authorized $625 million will 
be appropriated. During the coming year thought should be devoted 
to the best methods for setting up a more permanent lending agency. 

The economic aid programs are a vital part of maintaining United 
States strength. They are helping other countries build toward 
stability and effectiveness. They directly benefit our own economy. 
It is significant that almost 80 cents out of every dollar of mutual 
security money will be spent in the United States. 

Through our economic and technical assistance programs we are 
helping to create new world markets, where we can advantageously 
sell our own products and buy those produced in other countries. So 
we believe that both aid and trade are essential parts of a forward 
looking foreign policy and hope that Congress will give them both 
favorable consideration. 

Therefore, we urge that the House Foreign Affairs Committee 
authorize the full amount for economic aid requested by the President. 

Acting Chairman Moraan. Thank you, Mrs. Latimer. 

Mr. Vorys. 

Mr. Vorys. I have just this comment. Knowing I would have to 
leave the committee for an errand on the House floor, I read your 
fine statement in advance. I want to remind you that actual military 
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assistance is 47 percent, and not two-thirds. It is $1.8 billion for 
planes, tanks, and guns, and then $835 million for defense support, 
which is, every dime of it, economic aid to countries that certainly 
need economic aid. So that while that defense support has always a 
military significance, it also is economic aid. It just happens to be 
two things at once. I thought I might just mention that. 

Mrs. Latimer. I am grateful to you for pointing that out. 

Acting Chairman Morean. Mr. Carnahan. 

Mr. CarNnaHAN. Mrs. Latimer, among your 128,000 members, do 
you detect any change in reaction toward the foreign aid program 
within the last year? 

Mrs. Latimer. No, sir. Not in the sense of any weakening of the 
support, and that is one thing I can say, I think, with good reason, 
because at our recent council meeting, which consists of the delegates 
from 48 States, not the individual leagues, but the State delegates, 
they reaffirmed this position on the mutual security, economic aid. 
This was in April of last year. 

Now, we have many, many means of keeping in touch with leagues 
all over the country on this, and whenever a piece of legislation is 
before the Congress, members are encouraged to make their views 
known, and therefore if there were any change, we would certainly be 
aware of it. 

Mr. CarnaHAN. That is all. Thank you, Mr. Chairman. 

Acting Chairman Morean. Mrs. Bolton. 

Mrs. Botton. I was just saying to Mr. Vorys, sometimes it is very 
difficult for the Congress to plan anything long range because one 
Congress can’t commit the next Congress. We were both feeling 
very regretful that Dr. Judd had to go downstairs to get something 
into the Record, because as Mr. Vorys says, this is his baby. 

We are very happy to have you present it, Mrs. Latimer, and I 
think it was partic ularly suitable to come from you, since you are a 
woman representing women, because we women do have to plan long 
range with children. 

Mrs. Latimer. We do, indeed. 

Mrs. Botton. We are very glad to have this kind of a report from 
you. 

Mr. Vorys. Will the gentlewoman yield? 

Mrs. Botron. I yield. 

Mr. Vorys. I think that Dr. Judd and our colleague, Mr. Carnahan, 
were the leaders in putting through this special projects fund, and 
they are and we are delighted with the special interest the league takes 
in it. 

Acting Chairman Morean. Mr. Coffin. 

Mr. Corrin. No questions, Mr. Chairman. I have appreciated 
hearing the statement from Mrs. Latimer. 

Mr. Carnauan. I would just like to comment although Dr. Judd 
did more of this work at the U. N. because it was before his com- 
mittee, I refer to the expanded technical assistance program through 
the U. N., but I did assist with it before the United States delegation, 
and in attem »ting to persuade the other members of the delegation 
that we should expand the program from $30 million a year to $100 


million a year, and we recommended that the United States pay 40 
percent of cost of the expanded program. 
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We are hoping that the Congress will approve this, and that the 
program can be extended. I would like also to comment on a state- 
ment on the third page of your statement: 

It is significant that almost 80 percent out of every dollar of mutual security 
money will be spent in the United States. 

I want to again get the statement clear that every penny of every 
dollar allotted to foreign aid will eventually be spent within the 
United States. The 80 cents is spent for the first purchase after funds 
are allotted. The other may change hands a time or two, but it 
will eventually come back into our own economy also. 

Acting Chairman Morean. Thank you, Mrs. Latimer. 

The next witness is David C. Williams, director of research and 
education, Americans for Democratic Action. 


STATEMENT OF DAVID C. WILLIAMS, DIRECTOR OF RESEARCH 
AND EDUCATION, AMERICANS FOR DEMOCRATIC ACTION 


Mr. Wixurams. Mr. Chairman and members of the committee, my 
name is David C. Williams. I am appearing today on behalf of 
Americans for Democratic Action, as its director of research and edu- 
cation. Our organization appreciates the opportunity to testify be- 
fore this committee in support of the Mutual Security Act of 1958. 

Mr. Chairman, we say this year, as we did last, that what the ad- 
ministration has proposed falls far short of the needs and the oppor- 
tunities. In the words of our national vice chairman, Leon Keyser- 
ling, at the Fifth National Conference on International Economic and 
Social Development, held here in Washington February 26: 

What we are now fighting a rearguard battle to achieve is fantastically little 
and fantastically late. It does not commence to reflect our own capabilities, or 


the needs of others, or our own self-interest, or any real awareness of the immensity 
of the growing challenge of Soviet aggression and expansion on the economic 


front. 

A word as to the United States capabilities: If this were a period 
of relatively full employment, such as existed last year when we testi- 
fied on this same subject, one might see some cause for concern about 
the risk that allocating additional resources to foreign assistance 
would reduce the volume available for satisfying domestic demand. 
Even then, however, as we pointed out, overseas aid could have been 
financed many times over out of the rate of expansion which our 
economy is capable of achieving under wise management; but has not 
achieved under the shortsighted and self-defeating economic policies 
of the present administration. 

Thanks to these same policies, we are now in the preposterous posi- 
tion of tolerating unemployment at the level of 5 million—with con- 
cealed unemployment due to enforced short time amounting to the 
equivalent of perhaps an additional 1% million. For every million 
unemployed over the 2 million mark, the country is losing some $600 
million a month in national output. At the present level of unem- 
ployment, over $2% billion a month in goods and services is irretriev- 
ably lost. It is not even a giveaway, since nobody is receiving it and 
nobody is benefiting from it. 

Mrs. Botron. Will you clarify that? 
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Mr. Wituiams. The fact is that there are some 5 million unem- 
ployed, according to the most recent figures, and another 1% million 
in concealed unemployment because of short-time work. That is, 
there is the equivalent of 6% million unemployed. Taking 2 million 
unemployed as a normal amount, there are 4% equivalent unemployed 
people who are not working. There are also unused resources, and 
the amount these millions could produce if they had worked and the 
resources unused are permanent losses. 

Or to put it still another way—in the present circumstances, we 
are not faced with the choice between a dam in Pakistan or in Arizona, 
or between a school building in Siam or in South Dakota. Our idle 
capacity to produce can achieve both, with no strain and great benefit 
to our economy. 

Indeed, under present circumstances a larger foreign aid program 
would help our economy, while a substantial slash would increase 
our existing difficulties. We do not, of course, advocate overseas 
aid merely or mainly to bail out our own economy. 

We point out the domestic impact only because some people boggle 
at spending today less than 1 percent of our gross national output for 
all overseas aid—technical, economic, and military—when a dozen 
years ago we were able to devote 2.6 percent. 

Last year we said that no one knows exactly how much foreign 
capital can be effectively used by the less developed countries, but 
that the amount will not exceed $3 billion a year—little more than 
unemployment is now costing us every month. Let me list some of 
the opportunities we are missing: 

First and foremost, there is India. Recently the United States 
extended that country an additional $225 million in loans—something 
like 60 cents for each of its inhabitants. 

We knew at the time that it was too little, and already too late. 
We knew that we should have moved in with something more like 
$600 million to meet the crisis that has overtaken India’s second 
5-year plan. 

In the end, we shall probably find ourselves helping India to 
that extent and more—reluctantly, grudgingly, and in the spirit that 
embitters both borrower and lender. Why not act with boldness and 
imagination ahead of events, as we did in the Marshall plan, rather 
than always limping along behind them? 

Second, there is Latin America, so long our neglected backyard. 
We are pleased at the progress away from dictatorship and toward 
democracy which a number of our friendly neighbors have recently 
been making. But democracy requires a sturdy economic under- 
pinning, and is daily and hourly menaced by falling commodity 
prices and other difficulties that grip many of these countries. 

Finally, let me cite the newest frontier—Africa. At the same con- 
ference to which I referred in the beginning, Theodore Geiger, Chief 
of International Studies for the National Planning Association, spoke 
of the problems and prospects for economic growth in Africa. He said, 
in part: 





Total American economic aid and technical assistance to tropical Africa now 
average about $20 million a year. Once effective programs have been prepared, 
I would estimate that 3 or 4 times that amount per year would be an adequate 
level of capital transfers and technical assistance to finance the higher rate of 
development required in tropical Africa today. * * * 
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The 135 million inhabitants of tropical Africa are, I believe, the only remaining 
large group of people anywhere in the world where there still predominates a 
bright image of America as a great and friendly country, unselfishly devoted to 
the cause of freedom for all mankind. * * * This inspiring image is our most 
oe asset abroad, and we must not dissipate it in Africa as we so largely 

ave in non-Communist Europe and Asia since 1950. 

There we have, unfortunately, helped to distort this valid picture of ourselves 

into one in which our copeens begrudging and petty-minded concern for the 


welfare of Europeans and Asians seems solely motivated by our opposition to 
communism. 


I am not so cynical as to believe that we must inevitably contribute to the same 
distortion wherever we become active in the world. We have only to allow the 
true essence of American democracy to motivate and guide our activities in 
Africa to help that vast region become a constructive force in the building of a 
peaceful, free, and progressing world order. 

Mr. Chairman, our present leaders have on occasion—although not 
recently—described themselves as “progressive conservatives.” This 
means, I take it, that if they are pushed often and hard enough, they 
take a few steps forward, too often followed by retreat. 

Nevertheless, we are happy to acknowledge progress. When we 
testified last year, we took occasion to welcome three innovations in 
the administration’s proposals—innovations which we of ADA had 
long advocated. 

1. The recognition, by the proposal of the Development Loan Fund, 
that economic development is a continuing and long-term process, 
and that the United States must be in a position to make commit- 
ments beyond a year-to-year basis. 

2. The availability, through this Fund, of loans which may be 
repaid in local currencies. 

3. The separation, then proposed by the administration, of the 
funds appropriated for technical and economic assistance from the 
funds proposed for military aid, including defense support. 

We are pleased that the establishment of the Development Loan 
Fund was approved by Congress. However, we must warn that the 
provision in this year’s proposals of only $625 million for this Fund, 
plus the ever-shrinking possibilities of providing grant aid, will not 
suffice. 

To embark upon long-term development programs with the neces- 
sary confidence, the less advanced countries must be able to count 
on a decent minimum of assistance from the United States for at 
least a decade. 

So far, the result of establishing the Development Loan Fund is 
that less development assistance is being provided in the present fiscal 
year than in the preceding one. 

The Fund has been deplorably slow in getting into operation, and 
looks more and more like another window of the Rnaritneees Bank. 
One of the reasons that such promising ideas as the Fund bog down 
before they get started is that our procedures have grown fantastically 
complex. 

In order to prevent errors, we have built in more and more safeguards 
until at last we have reached the stage where we avoid etme 
taking no action at all—and therefore make the biggest mistake of all. 

We must be prepared to put competent people into the program, 
give them some freedom, and recognize that mistakes may occasion- 
ally be made in what is, inevitably, an extremely complex and not 
altogether predicable process—that of economic growth. 
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Loan negotiations should be streamlined, interest rates should be 
made at least as favorable as those offered by the Soviet Union, and 
the period of grace before principal repayments begin should be doubled. 

Since the United States ought to be a net capital exporter for many 
years to come, we should be prepared to offer a 10-year period of grace 
to underdeveloped countries before dollar repayments on principal 
begin, instead of the present 4 or 5 years. 

Mr. Chairman, we are sorry that the administration has not renewed 
its proposal, rejected by Congress last year, that economic and 
technical aid be separated from military aid. 

The confusion of these two very different types of aid does damage 
to America abroad and handicaps the growth of public understanding 
and support for technical and economic aid here at home. 

As an instance of opinion abroad, may I quote from an article by 
Drew Middleton in the New York Times, January 6, 1958: 

Publie opinion—and in this most European governments, certainly the British 
Government, agree with it—contends that the primary Soviet challenge is political 
and economic and that it will be implemented with increasing strength in the 
Middle East and Africa. 

This is precisely what we predicted last year in our testimony, 
and the events of the past year have underlined the truth of these 
observations. 

We believe that the separation of military from economic aid is 
equally necessary to enable the American people for the first time to 
appreciate the actual cost of real saubaaied end economic aid, and to 
realize what a small proportion it is of our total Federal budget, and 
even smaller proportion of our national income. 

Incidentally, this separation would encourage a long, hard look 
at our military aid and defense support programs in various areas of 
the world—something we think is long overdue—and might well 
result in a more productive allocation of available foreign aid re- 
sources. 

Mr. Chairman, last year we made what we considered constructive 
suggestions for the improvement of our overseas aid program. In 
particular, we urged that a steadily growing portion of it be channeled 
through the United Nations. 

We are therefore pleased that the United States Delegation to the 
United Nations has proposed an enlargement of the U. N. technical 
assistance program from its present level of about $30 million to about 
$100 million, including the Special Projects Fund. 

We regret, however, that one important reason or this initiative 
appears to have been the desire to head off proposals for a real inter- 
national development fund, such as the long-debated SUNFED. 

Last year we suggested that the United States offer to put as much 
of the Development Loan Fund into a special fund under U. N. 
auspices as other member countries, in proportion to some reasonable 
measure of their abilities, were willing to match. 

We welcome, therefore, the introduction by Senator Monroney of a 
resolution urging consideration of the establishment of an Inter- 
national Development Association, and again urge that the Develop- 
ment Loan Fund be authorized to transfer funds to international 
institutions, such as the proposed Association. 

It may be that other countries are not doing as much as they should 
to support the U. N. technical assistance program, although some 
are doing proportionately more than the United States. 
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But would it not be far better to challenge them to join us in extend- 
ing economic aid through the U. N.? Some would evade the 
challenge—including, in all probability, the Soviet Union, which 
would thus expose as nakedly political the purposes of its own aid 
program. 

But others would accept it, to the measure of their abilities, and 
there would then be a greater total effort toward world economic 
development. 

Certainly, the Congress would be well advised to repeal the present 
legislation according to which the United States proportion of U. N. 
technical assistance will drop from 45 percent in fiscal 1958 to 38 
percent in 1959, and 33% percent in 1960. 

To clamp this arbitrary restriction upon our international effort is 
like going into the ring with one arm tied behind our back—and by 
ourselves, at that. 

Mr. Chairman, 132 years ago, on the 50th anniversary of the 
Declaration of Independence, Thomas Jefferson took occasion to 
assess the significance in history of the Nation he helped to create. 
He wrote: 


All eyes are opened, or are opening, to the rights of man. The general spread 
of the light of science has already laid open to every view the palpable truth that 
the mass of mankind has not been born with saddles on their backs, nor a favored 
few, booted and spurred, ready to ride them. 

The revolution through which over half of mankind is now passing— 
the revolution of rising expectations—is one which we ourselves began 
in 1776. With irresistible momentum, it is passing through the 
political to the economic stage, as the human race presses forward 
to banish poverty from the earth. 

We can, at our peril, renounce what we have created, or pay mere 
lipservice to it by laggard and niggardly actions. 

There are others, booted and spurred, ready to ride the storm— 
the new Khrushchev is the old despot writ large. 

But if we rise to the occasion, with the boldness, breadth of human- 
ity, and immense resources which we enjoy, the world revolution will 
be ours, not theirs. 

Acting Chairman Moraan. Any questions, Mr. Vorys? 

Mr. Vorys. No questions. 

Mr. CarNnaHAN. Perhaps Dr. Judd should come in on this, but I 
would like to read the last portion of a paragraph near the bottom of 
page 4 of your statement, in connection with the expanded technical 
assistance program: 

We regret, however, that one important reason for this initiative appears to 
have been desire to head off proposals for a real international development fund 
such as the long-debated SUNFED. 

I would offer this suggestion, that the technical assistance program, 
so far as I am concerned, was not extended with any idea of heading 
off SUNFED. I think we just faced realities. It was going to take 
$3 billion or $4 billion a year to put on the other program, and in the 
frame of mind that we find people here in Washington, we would have 
just been kidding ourselves and people all over the world to have led 
them to believe that a program of that type could have been initiated 
and put into effect, so we did the best thing we could in getting the 
program extended to the $100 million a year. 

Mr. WiuutAms. I am pleased to have your expression on that point, 
Congressman Carnahan. I will convey it to our officers. 
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Mr. Vorys. Could I say, as one who served with the U. N., in 1951, 
when the SUNFED project was first proposed, that under the leader- 
ship of Mrs. Roosevelt, Senator Austin then being sick, the American 
delegation took exactly the position the gentleman has just described. 

Acting Chairman Morean. Mrs. Bolton. 

Mrs. Bouron. Thank you, Mr. Chairman. I have no questions. 

Acting Chairman Morean. Mr. Coffin. 

Mr. Corrtn. I think this is a fine statement. I don’t know on how 
many topics we find the Americans for Democratic Action corrobo- 
rating what the chamber of commerce is proposing. 

I think your statement, placing the cost of the mutual security 
program in context, is a service, and although we know a continuing 
mutual security program isn’t going to eradicate our unemployment, 
it does give us some courage to continue a policy that is to our interest, 
both in the short and the long range. 

I have no specific questions, Mr. Chairman. 

Acting Chairman Morean. Dr. Judd. 

Mr. Jupp. Mr. Chairman, I am grateful to my colleague, Mr. 
Carnahan, for what he said not only before this committee, but up 
at the United Nations. What he said was exactly the truth. We 
didn’t face a choice between our special projects fund or SUNFED; 
it was our special projects fund or nothing. Actually, may I say to 
the people who look forward to a real international development fund, 
the best way to accomplish it is to start now on what is feasible and 
practicable and can be attained at the present time. 

The Soviet Union and its mouthpieces from the beginning accused 
us of proposing this as a means of evading, or diverting funds from, 
or proposing a phony substitute for, SUNFED. If you will read the 
statements that were made in the Second Committee, at least three 
different times we went into detail to show that that was not our 
objective. If it were examined it could readily be seen that it was 
not proposed as a substitute for SUNFED. It could not do what a 
big international capital fund would do. 

I was pleased that, as we explained it, the countries which had 
taken the same position that is implied in your sentence here, Mr. 
Williams, one by one, changed their views and ultimately every one 
of them supported it, and then the Soviet Union also came along and 
supported it. 

They said it was because they didn’t want to oppose anything 
that their friends, the underdeveloped countries wanted. Perhaps 
a stronger reason was that unless they supported it, there was little 
chance for them to be on the preparatory committee to set it up. 
Anyway, we got started on something which, as you say, regained a 
certain initiative for the United States, and which the Secretary 
General has said he felt was the single most significant forward step 
to break the deadlock that had developed in the tr. N. on this question. 

I have nothing further to state. 

Acting Chairman Morean. Thank you, Mr. Williams. 

Mr. Andrew E. Rice, American Veterans Committee. 
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STATEMENT OF ANDREW E. RICE, AMERICAN VETERANS 
COMMITTEE 


Mr. Rice. Before I read my statement, I would like to express the 
appreciation of our organization for the leadership we feel this com- 
mittee has given to the mutual security program. The report issued 
under former Chairman Richards set the pace for the subsequent 
reappraisal reports of other committees. The work of Dr. Judd at 
the United Nations in setting up the special projects fund, and of 
Congressman Carnahan and Congressman Merrow, in traveling around 
the United States to explain the program, are excellent examples of 
the type of responsible leadership which we have come to expect 
from this committee. 

I would also like to say, Mr. Chairman, that though I am speaking 
for the American Veterans Committee today, in a sense I feel I also 
speak for the veterans of the free nations all around the world. Weare 
one of the member organizations of the World Veterans Federation, 
the large international body of veterans’ organizations, and at our re- 
cent international assembly in Berlin last November, delegate after 
delegate from other nations came to our delegation to express their 
appreciation and thanks for the sort of aid program that the United 
States has been carrying on. 

The American Veterans Committee, Mr. Chairman, supports the 
mutual security program. We support military assistance to friendly 
nations. Just as strongly, we support economic and technical 
assistance. 

We men and women who were in service for 3 or 4 years during World 
War II—and it is these men and women who make up the bulk of the 
membership of the American Veterans Committee—have a double 
interest in the mutual security program. 

Our first interest might be compared to that which Benjamin 
Franklin or Thomas Jefferson would feel if they were to return to earth 
today. So much in our American civilization—everything from our 
constitutional framework to our modern electrical gadgets—stems in 
some measure from these two great innovators that they would be 
fascinated observing how their early discoveries and craftsmanship 
had borne fruit in our 20th century way of life. 

In the same way—if not to the same degree—we servicemen served 
as the progenitors of a vast amount of the economic and social up- 
heaval now occurring in Asia and Africa. Our jeeps covering dis- 
tances in a day which camel caravans would traverse in a week; our 
bulldozers changing a landscape overnight; our cranes and derricks 
unloading vast stores which fed and clothed thousands of men in a 
manner to which an oriental potentate could scarcely aspire; our 
GI’s in their easygoing fashion accepting all these miracles as the 
natural state of man—in the Philippines, in India, in Iraq, in West 
Africa—everywhere that the war sent us, there we left our mark. 
It was not the physical mark which mattered in the long run. Even 
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if the jungles reclaimed the airfields and the floods washed away the 
roads, the vision of this amazing civilization could not be destroyed. 
Certainly unintentionally and almost casually, we Americans had 
brought millions of underprivileged peoples something more lasting 
even than protection from totalitarian aggression—we had brought 
them nothing less than the American spirit of progress, the American 
faith in a better future. 

We veterans don’t want to take all the credit, of course, for the 
drive for a better way of life which animates the people of less devel- 
oped lands today. In a very real sense, however, I think we pro- 
vided them with a ‘window on the 20th century.’”’ And, as Dr. 
Bennett, the first point 4 Administrator put it, the sum and substance 
of our development and technical assistance programs today is helping 
to provide the door through which these people can actually move 
ahead into the 20th century. 

Our war experiences, however, gave us more than a mere curious 
interest in what’s going on in the far-off lands where we were stationed 
in those war years. We learned then—and some of us learned it again 
in the Korean war—that war is exactly still what General Sherman 
called it. We veterans don’t want to fight again overseas and we 
don’t want our children to do so either. We are ready if we have to, 
but if our Government’s foreign policy is worth anything at all, it has 
got to be directed to preventing war while preserving freedom. And 
that, we believe, is precisely the aim of the mutual security program, 
not merely of the military portions, but just as much of the economic 
and technical parts. 

Put as succinctly as possible, we believe that people will fight off 
attack when they feel that they have something worth defending. 
And a society worth defending is one in which there is a sense of con- 
fidence in the future, a confidence that life can be and will be better. 
Our economic and technical aid is designed as a sort of auxiliary 
launching mechanism by which an underdeveloped country can get 
up the momentum it needs to move confidently ahead. 

Wars start in small places. If we Americans don’t want ourselves 
to be fighting in Asia and Africa, we’d better make sure that we do 
what we can so that Communists know that they’d better not try to 
pick a fight anywhere. I can think of no better way than by strength- 
ening the will and capacity of free peoples to resist Communist aggres- 
sion and subversion. 

With President Eisenhower, we agree that the mutual security pro- 
gram is the ‘saving shield of freedom.”’ It is the peacetime equiva- 
lent of the vast military machine in which we served in distant lands 
in World War II. Let’s keep it operating full speed ahead so that 
never again need another generation of Americans fight in the far 
corners of the world. 

Acting Chairman Morean. Thank you, Mr. Rice. 

Mr. Rice. Thank you, Mr. Chairman. 

Acting Chairman Moraan. A very patriotic statement. 

What is the membership of the American Veterans Committee? 

Mr. Rice. It is about 25,000, Mr. Chairman. 

Acting Chairman Moracan. You endorse the program exactly as 
the President sends it up on Capitol Hill? 

Mr. Rice. Well, we don’t feel qualified to endorse each figure. We 
rely on the judgment of this committee and of the Senate committee 
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to determine the exact figure. But we certainly endorse the principles 
and purpose of the program. 

Acting Chairman Moraan. Mr. Vorys. 

Mr. Vorys. Mr. Rice, I am an old veteran, myself. Our organiza- 
tion of the early fliers in naval aviation have gotten the unwanted 
nickname of the Bald Eagles, and I wish we had a statement from 
them as spirited and fine as yours. I think if we could ever get them 
together, they might make a good statement. 

Thank you very much. 

Acting Chairman Morean. Mr. Carnahan. 

Mr. Carnanan. Mr. Rice, I want to join with you in paying tribute 
to our servicemen abroad. I have very often said that, in my opinion, 
the greatest ambassadors of the American story within recent times 
have been our American servicemen. I mean the enlisted men who 
have been spread throughout the world. 

I was also impressed with your statement that ‘We believe that 
people will fight off an attack when they feel that they have some- 
thing worth defending.” 

In my opinion, the economic and technical assistance portions of 
the foreign aid program are giving the newly independent countries 
and the underdeveloped countries in the world a chance to develop 
a standard of living and a form of government which has meaning to 
Fe a which will give them something that they are willing to 
defend. 

In my opinion, in that sense, the economic and military portions 
of the program are adding more strength to the free world, than the 
military assistance. 

Acting Chairman Morean. Mrs. Bolton. 

Mrs. Boiron. Having had 2 sons in it for 5 years, I feel very 
keenly the spirit in which you come here, and the enthusiasm of your 
words make for a very well written report. I assume you did it 
yourself? 

Mr. Rice. I did. 

Acting Chairman Morean. Thank you, Mr. Rice. 

The next witness is Matthew J. Kust, attorney at law, Washington, 


D. C. 


STATEMENT OF MATTHEW J. KUST, ATTORNEY AT LAW, WASH- 
INGTON, D. C. 


Mr. Kust. Mr. Chairman and members of the committee, I am 
Matthew J. Kust, attorney at law, presently engaged in international 
legal practice in Washington, D. C. 

During the period February 1952 to March 1954, I served as legal 
adviser in connection with United States economic and technical 
assistance programs in South and southeast Asia. 

Thereafter, I joined the program of international legal studies at 
Harvard Law School and devoted my. time primarily to studying the 
problems of taxation in relation to economic development in under- 
industrialized countries. The proposal which I respectfully submit 
is a result of these studies. 

This proposal was submitted to the Senate Foreign Relations and 
the House Foreign Affairs Committees during the last session of 
Congress as an appropriate addition to the Mutual Security Act. 
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On January 20 of this year it was presented to the Committee on 
Ways and Means for consideration before it is incorporated in the 
foreign aid legislation since it involves a tax exemption. 

My oral presentation will consist of brief summaries of my two 
papers which set forth the proposal at some length. With your 
permission, Mr. Chairman, I would like to submit these papers to 
the committee staff for study, together with a draft amendment of 
section 413 of the Mutual Security Act to carry out the proposal. 

Acting Chairman Moraan. It is so ordered, without objection. 

Mr. Vorys. Mr. Chairman, I have looked at the proposed amend- 
ment to section 413, which the gentleman suggests and have con- 
ferred with the staff, and it is clearly subject to a point of order if 
we should attempt to incorporate a complete or partial tax exemption 
in this legislation. 

I served on the Randall Commission, where we recommended a 
tax differential of 14 percent, which was adopted by the House and 
not by the Senate. 

I have always felt and I still think that on a point of order the 
ruling would no doubt be that such a provision is not germane to this 
legislation. 

I think the gentleman has properly made his proposal to the Ways 
and Means Committee. 

Mr. Kust. I have taken that up with the chairman of the Ways and 
Means Committee, and he said he thought if this committee adopted 
it, since it is a foreign economic policy provision, he felt that it could 
be properly introduced into the Mutual Security Act. He said if it 
was, however, introduced from the floor, then of course it would be u 
to the Speaker of the House to decide which of the two committees it 
properly belongs to. 

Acting Chairman Moraan. You can cover it in a short résumé here; 
can you not? 

Mr. Kusr. This amendment, as drafted here, I will merely submit. 
What precedes it is the rationale on how it could improve our aid to 
underindustrialized areas and how private enterprise can be brought 
in to help develop these countries. 

Acting Chairman Moraean. Go right ahead. 

Mr. Kust (reading): 


A PrRoGRAM FOR AMERICAN PRIVATE INVESTMENT AND TECHNICAL ASSISTANCB 
IN UNDERINDUSTRIALIZED AREAS 


SUMMARY 


Since 1950 the Unived States Government has been offering economic and tech- 
nical assistance to underindustrialized areas on a worldwide basis. In the fields 
of agriculture, health, and education, this foreign aid has proved reasonably 
successful because the Government, with the participation of American universi- 
ties, colleges, and other nonprofit organizations, can marshal the best American 
knowledge and skill for the purpose. 

But these countries need and they want industrialization. For this, capital 
goods and technical knowledge from abroad are indispensable. In providing these, 
our Government is greatly handicapped by inability to marshal the best American 
technical knowledge and skills. 

First, technology for industrialization is principally the property of American 
private enterprise. 

Second, the people most knowledgeable and skilled in industrial management 
and technology are employed by American private enterprise. 

Third, technology and technicians must usually go hand in hand. 
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Finally, transmission of industrial knowledge and skills involves training of 
foreign managements, technical personnel, and skilled labor. 

Thus, assistance for industrialization is not readily within the province of our 
Government. 

Under its communistic regime, Russia, however, can send its best technology, 
technicians, and managers anywhere in the world to further its foreign policy. 
Since our Government cannot do the same under our private enterprise system, 
the problem is how to induce American private enterprise to send its capital, 
knowledge, and skills abroad in furtherance of our foreign economic policy. 

II. American business does not readily send its capital and technology abroad 
because of the many economic and political obstacles, risks, and costs involved. 

An industrial undertaking in an underindustrialized country must provide its 
own public service facilities, operate in a narrow market where it cannot take 
advantage of mass production techniques, train its own foreign technical and 
skilled personnel, and conduct business in an environment of strange business 
practices, unfamiliar laws, and language barriers. 

American business finds it hard to induce its managerial and technical personnel 
to go to these countries because of unfavorable climatic and health conditions and 
numerous social and cultural disadvantages. The economic and political situation 
in many of these countries increases the risk of inconvertibility of foreign curren- 
cies, expropriation, and damage due to riot, revolution, and war. 

Finally, there is simple lack of knowledge about opportunities in underindus- 
trialized areas. 

The cumulative effect of these factors makes the employment of capital and 
technology in underindustrialized countries far less attractive to American private 
enterprise than its employment at home or in other industrialized countries. 

Thus far, our Government has merely established the investment-guaranty 
program which removes only part of the risks, costs, and obstacles. This program 
has proved insufficient by itself to stimulate a substantially increased participation 
by American private enterprise in the economic development of the underindus- 
trialized countries. 

III. More positive steps will have to be taken to induce American business to 
employ its capital and technology in the underindustrialized areas. A measurable 
profit inducement must be provided by Congress. Ample precedent for such 
action by Congress exists in the merchant marine subsidy program and the tax 
concession to American industry through rapid amortization of emergency facil- 
ities, both designated to induce American private enterprise to better serve our 
defense policies. 

The profit inducement could be effected through a substantially enlarged 
Government-aid program providing for Government contracts with American 
business for new industrial undertakings in the underindustrialized countries. 
This would require a Marshall plan for Asia which is not likely to be approved 
by Congress. It would interpose 1 or 2 Government bureaucracies between 
American private enterprise and its counterpart in the foreign country which 
would make the program ineffective, costly to the American taxpayer, and unat- 
tractive to American business. 

A more acceptable and efficient approach is an indirect one through an income- 
tax concession which would induce an autonomous and direct flow of capital and 
technical assistance from American private enterprise to governments and private 
enterprise in the underindustrialized areas. 

The tax concession should be restricted to new American private investment 
and technical assistance in underindustrialized countries. It is suggested further 
that the tax concession should be administered by the State Department, or other 
agency designated by the President, through the issuance of tax exemption certifi- 
cates for qualified foreign investment and technical assistance in a manner similar 
to the administration of the investment guaranty and the amortization of emer- 
gency facilities. The certifying agency should be empowered to grant partial or 
complete tax exemption as it determines is necessary in accordance with guiding 
standards and criteria fixed by Congress to induce greater participation by 
American private enterprise in the industrialization of a particular country. 

A tax exemption of income from personal services rendered abroad in connection 
with certified American private investment and technical assistance to under- 
industrialized countries should also be provided. 

IV. Finally, our foreign policymakers would have to make a concerted effort 
to persuade American private enterprise of the indispensibility of its role in this 
vital area of our foreign economic policy. 
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In this next paper, I discuss the very things that we would want 
American private enterprise to do to build up their industry. 

Acting Chairman Morean. “%o right ahead, sir. 

Mr. Kusr. The tax conces:ion suggested in the memorandum en- 
titled “‘A Program for American Private Investment and Technical 
Assistance in Underindustria.:7ed Areas’? should be administered 
under a certification procedure. ‘This would avoid the technical 
difficulties of legislating statutory cefinitions of underindustrialized 
countries, income entitled to the tax concession, the amount of 
exemption from tax and similar matters. It would create a more 
effective and flexible tool of foreign economic policy. 

The legislation enacting the program should empower the President 
to designate the certifying agency, which would most likely be the 
State Department. It would set forth in general terms the guiding 
principles and criteria for the granting of tax exemption to income 
from private business activities in underindustrialized countries which 
further our foreign economic policy. 

The grant of a tax exemption by the certifying agency would not 
be subject to question on its merits by the Internal Revenue Service 
but would merely be given effect by the IRS in computing taxable 
income and tax liability. 

Within this general legislative framework the main reliance for 
execution of the proposal would be placed on the administrative 
function. 

The activities which qualify for a tax concession could be divided 
into two broad categories: (A) new private investment, and technical 
collaboration agreements, and (B) export of capital goods and indus- 
trial or agricultural requirements. 

Technical collaboration agreements and private investments would 
be certified for tax concession on a case-by-case basis pursuant ‘to 
application by American enterprise, in much the same manner as the 
investment guaranty program and amortization of emergency facilities 
are being administered today. 

Exports of American capital goods and industrial or agricultural 
requirements would be certified for tax concession, by publishing lists, 
subject to periodic change, of qualifying goods with respect to the 
various underindustrialized countries, which would be similar to the 
procedure used under the Battle Act and elsewhere in our Government. 

Qualified new private investment should not include public or 

rivate securities purchased from another investor nor new issues of 
aids of foreign governments for general revenue purposes. 

Technical collaboration agreements should include any or all of the 
following: (1) Licensing of patents, copyrights, processes, formulas, 
drawings, patterns, designs, and other forms of technological knowl- 
edge; (2) rendition of managerial, engineering, scientific, or similar 
services; (3) training of foreign industrial managers, technicians and 
skilled labor; and (4) building, installation, and construction work. 

In general, qualified capital goods exports would include machinery, 
equipment, and tools. Qualified industrial or agricultural require- 
ments exports would include ores, fuels, fibers, iron and steel, chemi- 
cals, fertilizers, insecticides, seeds, and the like. 

Export of certain commodities like surgical instruments, hospital 
supplies, essential drugs, research, and laboratory equipment and 
training and educational materials should also qualify. 
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Sales of industrial components should be qualified for the tax con- 
cession by specific certification in connection with the qualification of 
the technical collaboration agreement under which they were sold. 

The certifying agency would determine the degree of the tax 
exemption needed to induce American private enterprise to send its 
capital and technology abroad by specifying the tax-rate reduction 
with respect to the various qualifying activities undertaken in a 
particular underindustrialized country. 


The tax concession should vary from country to country and also 


within a particular country with regard to different business activities, 
as required. 


The techniques outlined herein for implementation of the proposal 
set forth in the main memorandum would, it is believed, overcome the 
technical difficulties which might otherwise be impediments to 
satisfactory legislation for granting the tax concession. 

Although new administrative know-how and techniques would be 
required they would be similar to those already in use within our 


Government and should not impose an insuperable burden upon a 
competent administrative agency. 


« 


Acting Chairman Morcan. We will have your amendment incor- 
porated in the record and we will have the staff examine the amend- 


ment to determine whether it has jurisdiction within this committee or 
not. 


(The proposed amendment referred to by Mr. Kust follows:) 


AMENDMENT TO Mutua Security Act or 1954, as AMENDED 


Section 413 entitled ‘“‘Encouragement of Free Enterprise and Private Participa- 
tion,’ subsection (b) of which provides ‘In order to encourage and facilitate 
participation by private enterprise to the maximum extent practicable in achieving 
any of the purposes of this Act, the President * * *’ is empowered to do certain 
things set forth in four paragraphs, should be amended by adding the following 
paragraph to subsection (b): 

‘“(5) may grant, under rules and regulations prescribed by him, to any 
person with respect to taxable income attributable to investment and tech- 
nical assistance which will further any of the purposes of this Act, partial or 
complete exemption from the tax imposed by Subtitle A of the Internal 
Revenue Code of 1954; Provided, That— 

“‘(a) the tax exemption shall be granted only with respect to invest- 
ment and technical assistance in underindustrialized countries; 

““(b) the tax exemption shall be granted only with respect to invest- 
ments made or agreements for technical assistance entered into after 
August 1, 1957; 

‘““(c) the amount of the tax exemption up to complete waiver of tax 
and, in the case of transactions which by agreement of the parties 
thereto shall continue over an extended period, the period over which 
the tax exemption shall apply shall be determined by the President as 
he shall find is necessary to stimulate private investment and technical 
assistance in underindustrialized countries; 

‘““(d) in the case of a transaction which by agreement of the parties 
thereto shall continue over an extended period the exemption shall be 
granted by an appropriate certificate issued to the person entitled to 
an exemption from tax and in the case of all other transactions the 
exemption shall be granted by the publication of appropriate lists specify- 
ing the amounts of the exemption applicable to each such transaction; 

“(e) the tax exemption granted by the President with respect to tax- 
able income attributable to a transaction shall be given effect in deter- 
mining tax liability under the Internal Revenue Code of 1954— 

“‘(i) regardless of the source of such income under the Internal 
Revenue Code of 1954; 
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“(ii) where the income from the transaction is shared by mem- 
bers of an affiliated group (whether or not a consolidated return is 
filed) as that term is defined in Section 1504 of the Internal Revenue 
Code of 1954, by applying the tax exemption to that part of the 
taxable income of each member of the group which is attributable 
to the transaction; 

“(ii) where the income from the transaction is earned in whole 
or in part by a foreign corporation, by applying the tax exemption 
to any dividend received by a domestic corporation which owns, 
both at the time the income from the transaction is earned and at 
the time the dividend is received, stock possessing at least 80 per- 
cent of the voting power of all classes of stock and at least 80 per- 
cent of each class of nonvoting stock of such foreign corporation, 
to the extent that such dividend is attributable to the income from 
the transaction; provided that in all cases the amount of taxable 
income attributable to the transaction or the amount of a dividend 
attributable to income from the transaction shall be subject to de- 
termination by the Secretary of the Treasury or his delegate. 

“(f) for purposes of this paragraph— 

“‘(i) person shall mean any individual who is a citizen or resident 
of the United States or any corporation, partnership or other 
association created under the law of the United States or of any 
State or Territory and substantially beneficially owned by citizens 
of the United States. 

“(ii) investment and technical assistance may be defined by the 
President to include: 

““(1) equity and loan investments, whether made in money, 
property or services; 

(2) licensing of patents, processes, and techniques; 

**(3) transmission of technical data and information; 

““(4) rendition of managerial, engineering, scientific, and 
similar services; 

(5) training of foreign industrial managers, technicians, 
and skilled labor; 

(6) building, installation, and construction work; 

“(7) sales or rental of capital goods, components, raw 
‘materials and industrial, agricultural, health, and educational 
requirements; 

“(8) extension of credit through installment sales, primissory 
notes and other forms of credit to importers of commodities 
specified in (7) above; 

““(9) any other transaction which transmits American capital 
and technology to an under-industrialized country. 

“‘(ijii) for the purposes of this paragraph an underindustrialized 
country shall mean any country of the free world with a low degree 
of industrialization, but shall exclude the United States, Canada, 
countries of Western Europe, Australia, New Zealand, and the Union 
of South Africa; 

“*(g) due consideration shall be given in granting a tax exemption with 
respect to a transaction in a particular country to its capacity for absorb- 
ing investment or technical assistance, its development plans, its policies 
toward foreign private investment and technical assistance and the 
likelihood that a particular kind of investment or technical assistance 
will materialize without the granting of a tax exemption; 

“‘(h) the tax exemption authorized by this paragraph shall be used to 
the maximum extent necessary and shall be administered under broad 
criteria so as to increase the participation of American private enterprise 
in a industrialization of the underindustrialized countries of the free 
world; 

“*(i) in order to encourage individuals to go abroad and thus facilitate 
the undertaking of investment and technical assistance by private 
enterprise in underindustrialized countries the President may, in the 
case of United States citizens employed abroad in connection with a 
transaction the income from which has been granted a tax exemption 
under the provisions of this paragraph, reduce to 60 days in any taxable 
year the minimum period of presence in a foreign country prescribed in 
Section 911 (a) (2) of the Internal Revenue Code of 1954. 
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Acting Chairman Morgan. Any questions, Mrs. Bolton? 

Mrs. Botton. No questions, Mr. Chairman. 

A very interesting statement. 

Acting Chairman Morean. Dr. Judd. 

Mr. Jupp. I presume you saw the statement in the paper about a 
week ago that at a conference out in Bangkok, the President of the 
Malay Federation said his country would offer tax exemption for 
5 years for new capital coming in for development of the productive 
capacity of his country. 

What is your comment on that? 

Mr. Kust. That type of a thing exists in almost every under- 
developed country but our tax laws negate it. If our people go to a 
country like India, which is another example, as is Iraq, Ghana, and 
you can just string them off—they will permit a new industrial enter- 
prise of a certain kind that qualifies within their law, to operate tax 
free for 5 years, but we tax it at 52 percent. 

If they taxed it at 40 percent, we would give credit for the tax, so 
an American company can get no benefit from these tax concessions, 
and that is why I feel something like this is essential. Not only to 
offset this negation of what these countries are doing, but I think our 
people need to have some kind of a boost to go there profitably. 

Mr. Jupp. That would be attractive to British capital, if there 
were any, but it doesn’t increase the attractiveness for American 
capital. They don’t take the tax out there but our own Government 
does? 

Mr. Kusr. It is a real impediment to our people going to those 
countries. 

Mr. Jupp. Maybe if we would make a tax concession there, it would 
greatly reduce the need for us to appropriate public funds for foreign 
aid. 

Mr. Kusr. That is true, but as I tried to point out in this larger 
memorandum, I think I can demonstrate on the the basis of economics 
that unless we get our private people to go there, our Government 
cannot help them, because General Electric, for example, has electrical 
technology and not our Government. 

Unless they go in and help India, for example, build an electric 
machinery plant, nobody else can do it. 

Mr. Jupp. Unfortunately, a couple of big companies, General 
Motors and Ford, who had big plants in India, gave up and came home. 

Mr. Kust. General Motors is thinking about going back in. -I think 
they felt they made a mistake. 

Mr. Jupp. There is unquestionably an increasing awareness in some 
of these countries that government-to-government grants simply 
cannot be adequate in size. 

Mr. Kusr. They don’t bring the necessary technology in many 
cases. That is the important thing. 

Mr. Jupp. Government-to-government grants alone are not ade- 
quate in size to do what they need. They simply have to provide a 
more favorable climate to attract private funds. 

Mr. Kust. That is right. Even in India where there once was 
hostility to private enterprise, now they are trying to attract it. 

Mr. Jupp. At the U. N. I used a statement from an Indian econo- 
mist on this subject. It couldn’t be improved upon by anybody in 
the West. He presented the need for attracting private capital as the 
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only possible source of investment funds adequate to meet India’s 
needs. 

Mr. Kust. Going just a little further, I think it surprises most 
American businessmen that they can set up an enterprise in India 
through an Indian subsidiary and during the first 5 years that Indian 
subsidiary operates virtually tax free but, in addition, if they are in 20 
categories of industries which the 5-year plan specifies as priority 
industries, their investment in that subsidiary is tax free for all time, 
as far as India is concerned. 

Mr. Jupp. Thank you. 

Acting Chairman Morean. Thank you, sir. 

The committee stands adjourned until 10:30 a. m., tomorrow 
morning. 

(Whereupon, at 4:45 p. m., the committee adjourned, to reconvene 
at 10:30 a. m., of the following day, Friday, March 14, 1958.) 
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FRIDAY, MARCH 14, 1958 


Housr or REPRESENTATIVES, 
COMMITTEE ON ForEIGN AFFAIRS, 
Washington, D. C. 

The committee met at 10:30 a. m., in room G-3, United States 
Capitol, Washington, D. C., Hon. Thomas E. Morgan (acting chair- 
man) presiding. 

Acting Chairman Morean. The committee will be in order. 

This is a continuation of the hearings on the Mutual Security Act 
of 1958 making authorizations for the fiscal year 1959. 

Our first witness this morning is a former distinguished Member of 
Congress, Andrew J. Biemiller, director of the department of legis- 
lation, AFL-CIO. 

Mr. Biemiller served two terms in the House, in the 79th Congress 
and in the 8lst Congress, as a Representative of the great State of 
Wisconsin. 

Mr. O’Hara. Mr. Chairman, may I say one of the greatest Members 
the Congress ever had. 

Mr. Biemitier. Thank you. 


Acting Chairman Morean. Mr. Biemiller, do you have a state- 
ment? 


STATEMENT OF ANDREW J. BIEMILLER, DIRECTOR, LEGISLATIVE 
DEPARTMENT, AMERICAN FEDERATION OF LABOR AND CON- 
GRESS OF INDUSTRIAL ORGANIZATIONS 


Mr. Bremituer. Yes; I have, Mr. Chairman. 

I appreciate the opportunity to appear before your committee today 
to express the recommendations of the American Federation of Labor 
and Congress of Industrial Organizations for extension of the mutual 
security program. 

As one of the earliest and stanchest supporters of the Marshall plan, 
point 4, and succeeding programs of mutual aid, the labor movement 
vigorously supports extension of the mutual security program on a 
continuing and effective basis. The deep concern of organized labor 
with the need for a strong foreign aid program was expressed just last 
month in a statement on foreign economic policy, unanimously 
adopted by the AFL-CIO executive council. Let me quote briefly 
from the executive council’s statement: 

The welfare of more than a billion people just beginning to aspire to a better 
life as well as the welfare and security of our own Nation provide compelling rea- 
sons for the United States to improve and expand our program of assistance to 
underdeveloped areas. 
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Multilateral reduction of tariff barriers will open up new markets and expand 
economic opportunities for all free nations, industrialized and underdeveloped 
alike. But much more will be needed to pave the way for economic development 
of the less developed areas and to forestall the advancing Soviet economic pene- 
tration into these countries. 

The assistance our country gives to fostering sound economic growth in under- 
developed countries can help to strengthen the freedom and democracy and 
weaken forces of Soviet totalitarianism. Unfortunately, we have been lagging 
in our foreign-aid efforts while the Soviet rulers, utilizing foreign aid as an 


effective political weapon, have greatly expanded their financial commitments to 
underdeveloped areas. 


We must meet this challenge by expanding our foreign-aid program and gearing 
it to the needs and aspirations of the peoples of the underdeveloped areas. 


I am attaching to my statement the full text of the executive council 
statement. 

I think it is also significant to note that an additional statement the 
executive council adopted with respect to a program to meet the 
overall international situation urged— 
expanded and coordinated economic and technical assistance to the industrially 
underdeveloped countries in their efforts to raise their production capacities and 
living standards and strengthen their democratic institutions. 

This evidences the recognition of organized labor that foreign aid 
must be an essential part of our overall foreign policy. 


FOREIGN AID AND THE DOMESTIC ECONOMY 


Before outlining our recommendations for our mutual security 
program, I should like to discuss briefly the relationship of foreign aid 
to our domestic economic problems. We are convinced that this is 
an issue which cannot be ignored. We think it must be faced frankly. 
We are certain, however, that a fair appraisal of the relationship 
between our domestic economy and foreign aid will reveal the need 
not for abandonment or contraction of the foreign-aid program, but 
for its expansion. 

We have in America today upward of 5 million unemployed. 
Unless effective action is taken now to expand economic activity and 
put the jobless back to work, the already serious situation the Nation 
faces may become even more critical. These are facts which simply 
cannot be ducked. But the solution to these problems must be worked 
out in our domestic economic policies and programs. 

The AFL-CIO has just concluded a national conference, called for 
the very purpose of directing attention to the present economic 
emergency and the programs needed to restore prosperity. At the 
appropriate time, we shall present these recommendations to the 
Congress. We are convinced that the right kind of action, taken 
promptly—on taxes, public works, housing, unemployment compen- 
sation, minimum wage, and other vital issues now before the Con- 
gress—will help to quickly expand economic activity and greatly 
reduce unemployment. 

Thus, we need domestic solutions to domestic problems. It is 
worth while pointing out, however, that our foreign-aid activities 
make a significant contribution to our economic activities here at 
home. The primary purpose of foreign economic aid is to assist in 
the economic development of the underdeveloped nations. It is not 
and should not be aimed primarily toward promoting domestic busi- 
ness. But we cannot ignore the fact that it does have that beneficial 
collateral economic effect. 
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Foreign aid helps the American economy because 80 cents of every 
dollar of mutual-security funds is spent right here in the United 
States. These expenditures last year provided an estimated 600,000 
jobs for American workers. Obviously, at a time when we have more 
than 5 million unemployed, it would be the height of folly for the 
United States to eliminate or reduce a program which both strengthens 
our own national welfare and security and makes a significant con- 
tribution to our economy. 


NEED FOR EXPANDED FOREIGN AID 


America cannot turn its back on the aspirations for a better life 
of the hundreds of million people in the underdeveloped countries 
and still maintain leadership of the forces of freedom. e strengthen 
the chance that democracy and justice will win over tyranny by 
helping to make possible sound economic growth in places where for 
countless centuries the people have known only hunger, disease, 
poverty, and stagnation. 

Our role is inevitably limited, but it is extremly important. What 
we do or fail to do could spell the difference between success and 
failure of the beginning efforts toward economic growth in the under- 
developed countries. Determined to make those efforts successful, 
the underdeveloped areas will turn—indeed, have turned already—to 
the Soviet Union if we refuse to make assistance available in meaning- 
ful forms and amounts. Once the Soviet rulers are able to establish 
economic ties with the underdeveloped countries, their opportunities 
for political penetration will inevitably increase. 

Before the Congress acted on mutual-security legislation last year, 
a considerable number of studies were made of the requirements for 
an effective foreign-aid program. It was the consensus of these 
studies, some of which were made at the request of and for the use of 
committees of the Congress, that the United States should assume 
as its share of the cost of economic development approximately $2 
billion a year. It was felt that most but not all of this amount 
could be in the form of long-term, low-interest loans. 

Despite these recommendations, the Congress last year appropriated 
for the Development Loan Fund only $300 million and authorized 
$625 million for fiscal 1959. The President has requested that the 
$625 million be made available in new obligational authority for fiscal 
1959 as authorized by the Congress in the basic legislation last year. 

For technical assistance, the Congress made available last year only 
$130 million, and the President has requested $164 million for the 
next fiscal year. The additional amount requested is mainly to per- 
mit the United States to join with other nations in broadening the 
very valuable technical assistance activities carried on by the United 
Nations. 

There is every evidence that the funds which have been made 
available, and even the additional amounts requested by the President, 
areextremely inadequate. If the $625 million requested by the Presi- 
dent for the Development Loan Fund becomes available, that amount, 
plus the $300 million authorized last year, will amount to a total of 
$925 million. Compare this amount with applications amounting to 
$1.5 billion which have already been made to the Fund in only two- 
thirds of 1 fiscal year. This means that many projects urgently 
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needed to provide the spark for economic growth in the under- 
developed countries simply cannot be undertaken unless the United 
States makes more funds available or unless the underdeveloped 
countries can obtain the funds they need elsewhere. 


THE SOVIET DRIVE 


These nations which for the first time see the possibility of economic 
growth will not sit idly by and watch their plans for essential projects 
wither on the vine. If the United States fails them, they will seek 
help wherever they can get it. Increasingly, they are turning to the 
Soviet Union which is apparently willing to provide underdeveloped 
countries with economic help in the hope of drawing them into the 
Soviet political orbit. 

The Soviet Union has gotten into this picture only comparatively 
recently, but in that short time, it has been remarkably successful. 
It remains to be seen whether the Russians will deliver on their 
promises. Nevertheless, it is noteworthy that, according to the State 
Department, in a period of less than 3 years, the Soviet bloc has 
extended about $1.9 billion in long-term loans or grants to non-Soviet 
countries. Of this amount, only $400 million is in the form of military 
aid and the remaining $1.5 billion takes the form of various types of 
economic assistance. 

The projects which are slated to be made possible by the Soviet 
economic aid are vital in the eyes of the recipient countries—silos in 
Afghanistan, oil-drilling rigs in India, bridges in Egypt, a tire factory 
in rubber-rich Indonesia. These are the kinds of projects Soviet aid 
is financing. In the main, shipments of materials and provision of 
technical assistance by the Soviet Union have kept to agreed schedules, 

There can be no doubt that the Soviet Union will step up its 
economic assistance program, especially if the United States should 
leave a vacuum which the Soviet rulers could fill. Clearly, it ig in the 
interest of the United States to block the development of strong 
economic bonds between the Soviet Union and the still-free nations 
of the world. But we can do this only with a continuing, effective, 
adequately financed program of economic and technical assistance to 
underdeveloped countries. 


ADMINISTRATION OF FOREIGN AID 


Before I turn to specific recommendations, let me briefly mention 
one other point. I understand that this committee has been con- 
cerned with the possibility that some errors of judgment may have 
occurred in connection with the detailed administration of the foreign- 
aid program. Of course, no program can be 100-percent perfect in 
its administration, and this is particularly likely in the case of a 
necessarily complex program operated on a worldwide basis. Clearly, 
some mistakes are bound to occur in carrying out such a program. 

I do iiot have detailed knowlédge of the particular “occurrences 
which have given the committee concern, although I do understand 
that some of them have been cleared up by the ICA officials who 
appeared before this committee. We certainly commend the members 
of this committee for giving this program careful scrutiny. Never- 
theless, I want to urge the committee to view this problem in its 
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proper perspective. We particularly urge that whatever mistakes of 
judgment may possibly have occurred in the detailed administration 
of the program in no way justify the scuttling or crippling of this 
vitally necessary program. By all means, the committee should 
recommend improvements in administration, but we‘ask that nothing 
beedone which would limit the overall effectiveness of the program. 


AFL-CIO RECOMMENDATIONS 


In the light of these considerations, let me briefly outline our specific 
recommendations with respect to extension of the mutual security 
program: 

1. We recognize that the mutual security program encompasses 
several types of assistance and must continue to doso. The AFL-CIO 
recognizes the continued need for both military assistance and defense 
support. The size and character of these programs must be deter- 
mined on the basis of military considerations. But regardless of 
decisions that may be made regarding the requirements for these 
programs, they must not be permitted to detract from adequate 
support for an effective program of economic and technical assistance 
to the underdeveloped countries. 

2. Every relevant consideration—our own domestic economic 
situation, the minimum requirements to assure economic growth in 
the underveloped countries, the urgent need to enhance the welfare 
and security of the free world against the economic and political 
encroachment of the Soviet bloc—all emphasize the necessity for an 
adequate foreign aid program. The amount requested by the Presi- 
dent for economic and technical assistance in insufficient to assure 
this objective. We would therefore urge the Congress to authorize 
substantially larger amounts for the Development Loan Fund and 
for technical assistance. 

3. The foreign-aid program must be shaped to take full and realistic 
account of the economic capability of the recipient countries. We are 
therefore gratified that last year Congress authorized the new Develop- 
ment Loan Fund to make loans at relatively low interest rates. 

We urge that this authorization be continued and, if necessary, 
reinforced. 

In addition, we recommend that funds be made available for grants 
not only for technical assistance but also for projects launched in the 
first stages of economic development when none of the underdeveloped 
countries’ own resources can be spared for repayment of loans. 

4. The benefits of the economic development programs which are 
aided by United States economic assistance should be widely dis- 
tributed among the people of the underdeveloped areas. We would 
urge particularly that minimum labor standards be required on all 
projects undertaken with economic assistance funds. tr lee with the 
principle established in the Benton-Moody and Thye amendments to 
earlier Mutual Security Acts, we urge that encouragement be given 
to development of strong democratic institutions such as trade unions 
and cooperatives in the uriderdeveloped countries as an integral part 
of the overall economic development program. 

5. The success of the United Nations specialized agencies indicates 
that increased consideration should be to possibilities for channeling 
economic aid and technical assistance through international agencies. 
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We welcome the favorable action by the U. N. on the United States 
proposal for a $100 million fund to finance a broader multilateral 
technical assistance program and urge that the Congress authorize 
the necessary funds to permit full participation by the United States 
in this worthwhile effort. 

However, we regret that the United States opposed a broad proposal 
approved by the U. N. Economic and Social Council which would have 
made grants and loans for economic development to underdeveloped 
countries where funds from other sources were not available. We 
would suggest that this decision be reconsidered, and that the United 
States join with other nations in promoting this type of broad multi- 
lateral assistance to economic development. Increased use of the 
multilateral approach is in the best interest of the United States for 
it will spread the burden of economic aid to other countries to the 
extent of their capabilities. 

CONCLUSION 


An effective mutual security program attuned to the recently 
awakened aspirations for growth in the underdeveloped countries 1s 
essential for the welfare and security of our own Nation and for the 
strength of the worldwide forces of freedom and democracy. Tangible 
demonstration this year that the United States will take determined 
action to help these people fulfill their hopes for a better life will 
immeasurably enhance the unity and purpose of the nations of the 
free world. Such actions on our part would do much to thwart the 
determined efforts of the Soviet rulers to lure into their camp hundreds 
of millions of people in the underdeveloped countries. 

The AFL-CIO urges therefore that this committee recommend to 
the Congress extension of the mutual security program with sufficient 
funds, authority and scope to assure a long-term continuing, effective, 
oe aid program as an essential part of the Nation’s total foreign 
policy. 

(The complete text of the AFL-CIO Executive Council statement, 
referred to in Mr. Biemiller’s statement, follows:) 


STATEMENT OF THE AFI-CIO Executive Counci, on ForEeEIGN Economic 
Pouicy, Mrami Beacn, Fua., Fesruary 8, 1958 


The economic policy of the United States in the international arena must be 
attuned to the welfare and security of our own Nation and the economic require- 
ments and aspirations of the peoples of the free world. Our leadership of the 
democratic forces of the world and our own national security require that in our 
economic policies the United States must not turn its back on the rest of the world. 

Americans must realize that we cannot build our own prosperity and security 
in economic isolation. In our economic no less than in our political decisions, we 
must recognize the growing interdependence of the peoples of the free world, 
Economic cooperation among the nations of the free world is essential to advance 
the welfare of humanity and to meet successfully the growing challenge of Soviet 
imperialism. 

The role our Nation will play in economic development of the free world will 
be determined in large measure during the present session of Congress when the 
Congress considers two major issues—extension of the reciprocal trade program 
and additional authorization. for foreign economic aid. 


RECIPROCAL TRADE 


The Reciprocal Trade Act, scheduled to expire on June 30, 1958, should be 
extended for a period of at least 5 years. In extending the Reciprocal Trade Act, 
Congress should give the President meaningful authority to negotiate on a multi- 
lateral basis further reductions in tariff duties. Moreover, the President should 
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continue to have the authority in so-called escape-clause proceedings to pass on 
the recommendations of the Tariff Commission in order that consideration will 
be given to all aspects of national interest. 

Organized labor has generally supported the reciprocal-trade program from its 
very inception nearly 25 years ago, and we continue tosupport it now. We insist, 
however, that, since our tariff and trade policy is a national policy adopted in the 
interest of the entire Nation, it is the responsibility of the Federal Government 
to reduce the hardship of those adversely affected by increased imports resulting 
from reduced tariffs. We, therefore, call upon the Congress to incorporate as an 
—- part of reciprocal-trade extension the trade-adjustment bills (H. R. 1105, 
H. R. 9505, and S. 2907) which would provide various types of assistance to 
workers, communities, and firms to make the necessary adjustment to the impact 
of increased imports. 

We also ask the Congress to establish, as a fundamental objective of our inter- 
national trade policy, the promotion of fair labor standards in international trade. 
In particular, the Congress should direct the President to seek in multilateral 
trade negotiations effective action by exporting countries to establish and maintain 
fair labor standards. 

FOREIGN AID 


The welfare of more than a billion people just beginning to aspire to a better 
life, as well as the welfare and security of our own Nation, provide compelling 
reasons for the United States to improve and expand our program of assistance 
to underdeveloped areas. 

Multilateral reduction of tariff barriers will open up new markets and expand 
economic opportunities for all free nations, industrialized and underdeveloped 
alike. But much more will be needed to pave the way for economic development 
of the less developed areas and to forestall the advancing Soviet economic pen- 
etration into these countries. 

The assistance our country gives to fostering sound economic growth in under- 
developed countries can help to strengthen freedom and democracy, and weaken 
the forces of Soviet totalitarianism. Unfortunately, we have been lagging in 
our foreign-aid efforts while the Soviet rulers, utilizing foreign aid as an effective 
political weapon, have greatly expanded their financial commitments to under- 
developed areas. 

We must meet this challenge by expanding our foreign-aid program and gearing 
it to the needs and aspirations of the peoples of the underdeveloped areas. An 
effeetive program of foreign aid calls for: 

1. A long-term program, in recognition of the fact that economic growth is 
a long-term objective. This means that the Development Loan Fund authorized 
by the Congress last year should be given permanent status. 

2. Ample funds for economic aid. Experts agree that the United States 
share of an effective program for economic assistance to underdeveloped countries 
is a minimum of $2 billion a year. Clearly, the $625 million requested by the 
President for the Development Loan Fund for the next fiseal year is inadequate 
even to begin to do the necessary job. We are dismayed that, in the face of the 
growing Soviet threat, the President has requested for the overall foreign-aid 
program for the next fiscal year less than he requested the Congress to authorize 
last year, and less than is currently being expended this year. 

3. Aid for economic development should be in forms which are economically 
feasible for recipient countries. It is tragic that in recent weeks a number of 
countries have turned to the Soviet Union for development loans ae because 
the financial terms they offered were more desirable than ours. he United 
States must make available long-term, low-interest loans consistent with the ec- 
onomic capacity of recipient countries to repay, as well as grants for technical 
assistance and for projects launched in the first stages of economic development. 

4. Increased emphasis should be directed toward channeling economic aid 
through international agencies to make grants and loans to underdeveloped 
countries where funds from other sources are not available. 

5. The benefits of the economic development program should be widely shared 
by the peoples of the underdeveloped countries. In particular, positive en- 
couragement should be given to the development of strong, democratic institu- 
tions in the underdeveloped countries, such as cooperatives and trade unions, as 
a fundamental part of the economic expansion program. 


Acting Chairman Morean. Thank you, Mr. Biemiller, for a very 
strong statement in support of the program. Do you think any 
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drastic cut in this program would definitely increase the unemployment 
in this country this year? 

Mr. Bremituer. Very much so, and I think one of the most mis- 
understood matters about this program is the fact that, as we stated, 
about 80 percent of the moneys expended by it are spent in the United 
States, and, as we estimate in our statement, we think about 600,000 
jobs are involved in the present expenditures. 

Acting Chairman Morean. Thank you, Mr. Biemiller. 

Mr. Vorys. 

Mr. Vorys. We are glad to see vou again, Andy. 

Mr. Briemituer. Thanks, John. 

Mr. Vorys. I want to say to you what I said to the United States 
Chamber of Commerce representative yesterday. I appreciate your 
statement to Congress. I hope you will get it into the hands of the 
local organizations which don’t have an opportunity to study these 
matters, and often depend on reading some of the columns in the local 
papers. I suggest that you get your membership to express their 
views to their Congressmen. 

You have referred to the criticisms that have been made of this 
program. Are you familiar with what I call Operation Catchup, 
where Mr. Smith, the Director of ICA, has commented on all of the 
known criticisms and shown the action taken by the agency, and so 
forth? I think it is quite important for those interested in the pro- 
gram to know about this. This agency this year, instead of ignoring 
criticisms, has studied them, analyzed them, invited them, and has 
taken action accordingly. 

Mr. Bremritier. I am accompanied, Mr. Congressman, by Mr. 
Bert Seidman, of our research department, who has been working in 
these matters. While we do not pretend that we know, word for 
word, what is in the document, we are aware of it; we think it is an 
excellent approach, and as I stated briefly in my statement, we com- 
mend the ICA for this job they have done. Above all, we commend 
this committee for getting into this matter, and we hope you will 
follow through. Certainly, there have been some bad examples. 

Mr. Vorys. The big thing in Operation Catchup is to see if the 
truth can ever catch up with the rumors. You mentioned that 80 
cents out of every dollar on this is spent in the United States. I want 
to get ahead of my colleague, Mr. Carnahan, in reminding you and 
the Congress once more that 100 cents of every dollar is spent in the 
United States, directly and indirectly and ultimately. The reason 
that nations all over the world want to get hold of dollars is not so 
they can spend them someplace else, but so that somebody can spend 
them here at home. So, this is ultimately a 100-percent expenditure 
in the United States. 

Mr. Bremititer. We would certainly concur in that. Our 80-cent 
statement was direct expenditure. 

Mr. Vorys. I think. it is well to express it that way, but it also 
might be well to follow it up with the reminder that all of it is spent 
here eventually. 

Mr. Biemiier. Having had the pleasure this last fall of being 
appointed by Secretary Dulles as one of the public advisors to the 
GATT delegation, I am well aware of this demand for dollars that 
exists. We went into this in detail at Geneva last fall. 
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Mr. Vorys. And the reason they want dollars is so they can spend 
them in the United States? 

Mr. BremitierR. That is correct. 

Mr. Vorys. They don’t spend them here for raw materials, they 
spend them for our manufactured goods, and for agricultural products, 
and things where we have a surplus. 

Now, one other thing which you referred to briefly, the Benton- 
Moody amendment, which we called the Javits amendment, because 
I think it started here—— 

Mr. Bremitier. As an old House Member, | should have recognized 
it. 

Mr. Vorys. I think it is important for labor and industry to under- 
stand why it is that, without attempting to interfere in the internal 
affairs of other countries, we furnish technical assistance to guide and 
encourage the raising of labor standards all over the world. It is not 
merely a generous idea of bettering the conditions of people in other 
countries, “but it has an element of higher selfishness in that as we raise 
the labor standards all over the world, we lower the competition that 
comes merely because of depressed standards. Is that not right? 

Mr. Bremitier. There is a twofold purpose in this respect. First, 
the point you have made which Mr. Stanley Ruttenberg, the director 
of our research department and I made when we testified on the re- 
ciprocal trade bill 2 weeks ago today. Exactly the point you are 
making. 

But over and above that as the wage scales go up in the various 
countries, so does the consumption go up, and this creates an ever 
broader market for American products. So there is a double selfish- 
ness. Not just the competition matter but the fact that markets 
expand at the same time. 

I think one of the things that impressed me most of all in the very 
short. time I.was in Western Europe this fall was the fact that for the 
first time we begin to see what we Americans consider a consumer’s 
market developing in that part of the world. I hope this is going to 
be extended then to what we now call the underdeveloped countries, 
because this is the thing that we need if we are to have worldwide 
prosperity and defeat the Communist threat. 

Mr. Vorys. We do our best business with developed countries. 

Mr. Bremituer. Precisely. 

Mr. Vorys. And that benefits labor and industry here in the 
United States. 

Mr. Bremruuer. I am in complete agreement. 

Mr. Vorys. Thank you very as h. 

Acting Chairman Morean. Mr. Carnahan. 

Mr. Carnanan. Mr. Chairman, we are glad to have our colleague 
back with us again and I am also glad to have the help of Mr. Vorys in 
pointing out that every cent of every dollar used in foreign-aid pro- 
grams is all spent within the United States. I hope that witnesses will 
add a little note to their statements that 80 cents out of every dollar 
for mutual security is spent within the United States and say that 80 
cents out of every dollar is spent in the United States the first time the 
money is used after it is allotted to a foreign country. 

I would like to ask in connection with the estimated 600,000 jobs 
which the mutual security program furnished for Americans the last 
year, it seems to me that that is a rather conservative figure and I 
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wonder if the 600,000 is the people actually directly employed within 
the program. 

Mr. Bremituer. That is correct. 

Mr. CarnaHANn. We will then have to up the figure because with 
that many people working they will furnish employment for others. 
There may be an extra grocery clerk somewhere or there may be an 
extra barber as a result of these payrolls, so I have been quoting the 
figure that fairly conservatively we can say the mutual security pro- 

am is furnishing employment for a million workers in the United 

tates. 

Mr. Bremiuuer. I think you would be quite within the bounds of 
reason with that statement, Congressman Carnahan. I repeat, the 
600,000 estimate is direct employment and certainly in terms of service 
trades and comparable to other workers who would depend upon that 
600,000, to go to a million would not be out of line at all. 

Mr. CarnawAan. Thank you very much. 

Mrs. Botton. I am glad to see you, sir. 

Mr. Vorys took part of my question and Mr. Carnahan took some 
of the rest, but I am particularly hopeful that, through the AFL-CIO, 
these facts may aah the people who are being so constantly misin- ir 
formed. It would mean a great deal to most of us here in Congress 
to know that the AFL-CIO were really giving themselves accurately 
to informing the people. ) 

Mr. Bremituer. Well, you can rest assured, Mrs. Bolton, that we 
will give our position the widest possible coverage. 

I might add that in addition to the resolution which I have attached | 
to this document, our convention at Atlantic City last December | 
adopted a very comparable statement. The statement I have just | 
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presented before this committee will be widespread in our press and 
we will be picking up various other means of doing this. : 

I think you know from past experience that there is no subject in 
which President Meany has a greater interest than foreign policy. 

Mrs. Botton. Yes, indeed. 

Mr. Bremituer. And particularly those aspects of our foreign 
policy that affect the working people and the common people, so to 
speak, of the underdeveloped countries, so we will be hammering 
away at this in every way we know how. 

I certainly agree we have some great misapprehensions to clear up, 
not the least of which is this fact that the money is spent in the 
United States. 

I find even in our own building there are some individuals who are 
just totally ignorant of this fact. 

Mrs. Bourton. I think one of the things that has impressed me as 
I have traveled is that your people have gone out in many areas and 
do have a very real influence on the people in the different countries. 
I am always happy to have the opportunity to really thank you 
for doing it, because they get stich a strange sense of at being just 
Government doing things and then your people come along and that 
is from the people and it makes a very real impression on them. 

Mr. Bremituer. Thank you. Iam glad to hear that praise because 
we have made very effort we could to lend our people from time to 
time to some Government agencies and at other times sent them out 
directly, as you know. Also, as you know, we do play a leading role 
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in the International Confederation of Free Trade Unions and have 
done everything possible to counteract the Soviet influence. 

Mrs. Botton. Thank you, Mr. Chairman. 

Acting Chairman Morean. Mr. Zablocki. 

Mr. Zastocki. Thank you, Mr. Chairman. 

Needless to say, Andy, I also am very happy to see you and to wel- 
come you to the Foreign Affairs Committee hearing this morning. 

Mr. Bremituer. Thank you. 

Mr. Zasiockt. Pursuing the line of questioning of the chairman and 
Mr. Vorys and Mr. Carnahan I will, so to speak, be the devil’s 
advocate. 

On page 2 of your statement you refer to the 5 million unemployed 
in America today and indicate to what extent the foreign-aid program 
provides ce to people in the United States. Nevertheless, 
it is alleged that the unemployment figure in this country has increased 
because of our foreign-aid program in underdeveloped countries, which 
creates industries to compete with our own domestic products. 

For example, our domestic lumber business is encountering compe- 
tition from the Japanese lumber mills which we aided in rehabilitat- 
ing after World War II. 

Further, domestic plate glass and generally the glass industry is 
complaining about the German, European, and Japanese glass im- 

orts. 
: What will be the effect of assisting underdeveloped countries in 
industrialization have on employment and competition in the future? 

Mr. Bremituer. May I say first of all that I think the alleged effect 
of competition has been grossly exaggerated. For instance, on ply- 
wood, one of the instances you mentioned, I believe I am correct that 
existing data will show that there has been no diminution of the out- 
put of the American plywood industry. What has happened is that 
there has been an ever increasing use of plywood and that certain 
Japanese types of plywood have proven to be very useful in various 
kinds of building operations and other operations in America. But 
the American plywood industry as such has not been too adversely 
affected. I cite that as one illustration. 

Mr. Zasuocki. Then the information that I have received of the 
number of plants that have closed in northern Wisconsin is not fac- 
tual? 

Mr. Bremituer. I am talking about total volume. I am not 
saying that obviously here and there plants may not have closed 
down. While it is not a subject under discussion here, I would just 
like to point out that in our testimony before the House Ways and 
Means Committee on reciprocal trade, Mr. Ruttenberg and I have 
strongly urged the adoption of what has been known as the Trade 
Adjustment Act as a means of alleviating some of these problems. 
That was a bill, if I recall correctly, that was originally sponsored by 
a former member of this committee, Congressman Harrison Williams 
of New Jersey. 

It is now sponsored by Senator Kennedy and Congressman Eber- 
harter. We think this is an approach to deal with the problem of 
certain plants or industries that may be adversely affected but by and 
large we do not believe that the development of the underdeveloped 
countries would have an adverse effect on American employment. 








980 MUTUAL SECURITY ACT OF 1958 


We agree with the general statement made by Congressman Vorys 
a moment ago that our best interest is with developed countries and 
our overseas trade then expands. 

In every field of trade there will be some sore spots developed but 
again if you want to start talking about employment, our export trade 
takes care of about 4% million jobs in the United States. Unless you 
do get American dollars abroad, you can’t keep that international 
trade going. I would hate to think what would happen if you added 
another 4% million people to the unemployed rolls in this country right 
now. So we are willing to take our chances on this matter. We 
naturally will be diligent in making certain that the interests of Ameri- 
can workers don’t become very adversely affected. We would be the 
last people to just say, “Let all these jobs go to pieces.’’ We don’t 
think the case for much job displacement resulting from trade can be 
made on a broad basis. 

Mr. Zasxiockti. I hope, Mr. Biemiller, following the suggestion of 
Congresswoman Bolton and others that it could be made very clear 
to the rank and file that foreign aid has not affected unemployment 
in the degree referred to. 

I do want to compliment you, Mr. Biemiller, on a fine statement. 
You need not enlarge upon it at this time, but you may want to aug- 
ment your statement by elaborating on page 6 at the bottom of the 
page where you state: 

We would therefore urge the Congress to authorize substantially larger amounts. 


If you would elaborate as to what you believe is a substantially larger 
amount of development loans necessary and advisable. And on page 
7 if you would further elaborate on the statement, line 5, “we urge 
that this operation be continued and if necessary reinforced.” If you 
will give your views—how the development should be reinforced. 
You need not do it now. 

Mr. Bremitipr. May | just make one point in answer to that—and 
we will be happy to furnish you with additional data—the labor move- 
ment has gone on record saying we are of the opinion that it would 
not be amiss to develop a $10 billion international development loan 
program. We think there is room for a program of that kind. 

Mr. Zariockt. Of course, we have to be realistic. 

Mr. Bremitier. You ask me what I think should be done and I am 
answering the question. 

Acting Chairman Morean. Mr. Merrow. 

Mr. Merrow. Thank you, Mr. Chairman. 

I want to join with my colleagues in welcoming you here this morn- 
ing. I think you have made a very lucid, sombeal: and eloquent state- 
ment on the mutual security program and I applaud vour efforts im 
helping to place the facts before us. About all the questions I had 
in mind have been asked. I would like to join Mrs. Bolton and the 
others, Mr. Zablocki, in urging as much publicity as can possibly be 
given to various points in your presentation. 

I think on page 3, where you speak of the 80 cents and 600,000 
jobs, if you can only get that publicized to all of your ae 
also your statement in reference to the Development Loan Fund, it 
will help tremendously. 

I am glad you emphasized those points because | have felt for a 
long time that a slash in this program would increase the unemploy- 
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ment in the United States, proportionately. Each slash would then 
send up the unemployment figures. 

Of course, the loss in national security would be tremendous. In 
addition I believe we have a moral obligation to assist the underde- 
veloped areas. 

I have no question but I join with my colleagues in commending 
you and expressing the hope that in the next few weeks you can get 
the widest possible publicity on the points you have been making. 

Mr. Bremituer. Thank you, and we will endeavor to do that, Mr; 
Congressman. 

Mr. CarnaHan. Will the gentleman yield? 

Mr. Merrow. Yes. 

Mr. Carnanan. As long as we export more than we import there 
will be no adverse effect on labor in this country. 

Mr. Zastockt. In the total picture, that is right. 

Mr. Carnawan. That is the situation at the present time. We 
export more than we import, so the overall picture is favorable to 
labor. I agree with you that that doesn’t take care of certain indus- 
tries. I have some of the sensitive industries in my own district and 
this would perhaps come more under the discussion of the extension 
of reciprocal trade than it applies to the foreign-aid program. 

Again, in connection with the foreign-aid program there does not 
have to be an import to offset the expenditure, is that correct? 

Mr. Bremituer. Yes, that is quite correct. 

Mr. Carnawan. So then the foreign-aid program is much more 
favorable to labor than the favorable balance of trade in the overall 
trade picture. 

Mr. Biemiuuer. In the terms of reference which you are positing 
there, I would agree that that is true. 

Mr. Carnanan. I would like to say further, that in regard to any 
extension of reciprocal trade, I feel rather strongly that effective 
attention should be given to relieve domestic industries that ure hurt 
by imports. Balanced world trade should be accomplished with as 
little disruption as possible, and no industry should be expected to 
carry more than its reasonable share. The peril-point and escape- 
clause features of reciprocal trade agreements should be strengthened. 

Thank you, Mr. Chairman. 

Acting Chairman Morean. Mr. Selden. 

Mr. Sxuipen. I have no questions at this time. 

Acting Chairman Moraean. Dr. Judd. 

Mr. Jupp. It is nice to have you with us, Mr. Biemiller. 

L have only one question to ask because I find myself in such com- 
plete agreement with what you have said. This is a minor question 
about the seventh page of your statement, below the middle of the 
page, where you say: 


However, we regret the United States opposed the broad proposal approved 
by the U. N. Economic and Social Council which would have made grants and 
loans for economic development to underdeveloped countries where funds from 
other sources were not available. 

From what sources under the Economic and Social Council proposal 
would the U. N. have made such grants and loans? 

Mr. Biemititer. From the member nations. 

Mr. Jupp. What member nations? 
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Mr. Bremitier. This I grant you takes agreement in the U. N. 
Obviously, like any other U. N. program, a very large percentage 
-comes from the United States. That is very apparent to anyone 
but it would at the same time, in our opinion, provide a vehicle for 
bringing additional funds in. 

You would note that just above we were very happy to see the 
counterproposal of the United States was adopted and if my memory 
serves me correctly, I believe it was your privilege to present that 
proposal on the part of the United States, Dr. Judd. We are certainly 
happy that we did go that far. 

All we are pointing out is that we think this can be explored still 
further and that additional machinery may be created if we can get 
enough member nations of the U. N. to go along. 

Mr. Jupp. Mr. Carnahan and I were at the last General Assembly. 
We couldn’t get other countries to furnish a reasonable percentage of 
the fund for the Arab refugees or for the technical assistance program. 
We are having to cut down our contributions to U. N. technical 
assistance because the other countries won’t meet their share under 
the matching formula. 

It is not unrealistic for us even to talk much about that U. N. 
proposal when there simply is not the money available for it, from 
either our country or any other countries, until there is some form 
of internationally supervised disarmament which will permit cutting 
down the terrible expenditures we simply have to make now for arms, 
as do our friends in the free world. Otherwise, there will be no place 
on the planet to carry on free economic development. 

This is one of the things I wish could be done but in the realm of 
practical politics today it can’t be done. 

I might say one further word: We didn’t present this $100 million 
fund-as a counterproposal, or as an alternative to SUNFED because 
it isn’t that. It just proposes what we are now in a position to do 
and to which we hope they will be able to make adequate matching 
contributions. It ought not to be considered as a counterproposal, as 
some of them thought it was in the beginning, an evasion of SUNFED. 
Rather, it is an honest attempt to do what we can do. We can’t take 
all the steps that we and they might like. All right, let’s take this step. 

I am not sure we can get enough to make up even the $100 million. 
Certainly, until we can get the 100 million for technical development, 
it would be deceiving those countries which need aid so desperately 
to give them the impression that by some magic some great pool of 
wealth can be tapped to make SUNFED possible. I hope we will 
concentrate and that your organization—because you have such 
power and such influence—will concentrate on getting support for 

this practical step. To the extent that it is successful, the prospects 
for the larger proposals are improved. 

Mr. Bremiuuer. I think we are in basic agreement on this matter. 
It is a question of the manner in which we express our views. Possibly 
we don’t agree on the wording but certainly on the intent, we agree, 
and I repeated that we were very happy with the United States 
proposal as an important forward step on this matter. 

Acting Chairman Morean. Mr. O’Hara. 

Mr. O’Hara. Thank you, Mr. Chairman. 

Congressman Biemiller, I would compliment you on one of the 
most comprehensive and clarifying statements I have heard made at 
any of our sessions. 
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On page 7 you state: 


The benefits of the economic development programs which are aided by United 
States economic assistance should be widely distributed among the people of the 
underveloped areas. 

That is logical. 

Do you recall that last year I communicated with you when we 
were setting up the structure of the Development Loan Fund and it 
was your thought at that time that both labor and agriculture should 
have representation. In my remarks in the limited time available, 
I used much of the material you had furnished me. The committee 
and the House, however, in their wisdom discarded the suggestion 
that in a program so vitally affecting labor and agriculture in our own 
country, there should be such representation. 

It is now proposed to incorporate the Development Loan Fund and 
have a loan committee composed of four people. In that group is no 
representation of labor. None of agriculture. Would you wish to 
comment on that, along the lines of our discussion a year ago? 

Mr. BremiLuer. We think it is a grave error that basic economic 
groups are not given an opportunity for the fullest possible participa- 
tion in the program, both from the standpoint of the donor country 
and the recipient country. 

We think we have made a contribution where we have been allowed 
to function, as Mrs. Bolton so kindly pointed out. But we do think 
it would probably be wise, as you attempted last year, to make certain 
that there are representatives of the basic economic groups, particu- 
larly labor and agriculture, on the basic boards administering this 
program, both in the United States and in the recipient countries. 

We are quite concerned—and if we had time I would go into this in 
more detail—with the fact that in many countries the trade unions are 
still nothing but creatures of the government. We are always 
appalled when some foreign unionists come down to visit our building 
and the first question many of them ask is, “How much money did the 
Government give you to build this building?” 

I mean they think purely in these terms. We are anxious to have 
as part of this foreign aid program, an opportunity presented to the 
working people and to the working farmers of those countries, a 
chance to develop their basic economic organization—their organiza- 
tions. 

We agree, one way of doing that is to make certain at the top levels 
of the United States that we do have people there. 

Now, we do have, as Mrs. Bolton, and I think the rest of you know 
from your trips abroad, in many areas labor advisers on these pro- 
grams who have been able to do this kind of work. We hope that the 
Congress will renew this generally fine program which has come out in 
the past and which should come out in the future. We commend you, 
Mr. Congressman, for your efforts to bring these matters before the 
Congress. 

Mr. O’Hara. There is now a suggestion, which I think will prove 
agreeable to the administration, of having an advisory loan committee 
on which there will be representatives of labor and of agriculture, 
perhaps recommended by labor and farm groups. Do you think 
that would be a good approach? 

Mr. Bremiuuer. Very desirable. 

Mr. O’Hara. Thank you very much, Mr. Biemiller. 
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Acting Chairman Morean. Mr. LeCompte. 

Mr. LeComprs. Thank you, Mr. Chairman. May I join with the 
members of the committee in expressing appreciation and the pleasure 
we have in having you here, Mr. Biemiller, our former colleague. 

You made a splendid statement and I don’t know that I have any 
question because the thoughts I have had have been pretty well 
developed by the other members. 

I was going to ask you if in your contacts you find very much 
opposition to this mutual security program and the legislation that 
is proposed for this year. 

Mr. Bremituer. We find a certain amount of what we would con- 
sider ill-advised opposition—people who haven’t had an opportunity 
to understand the program. They just raise a very simple issue: 
“Why don’t you just take a few hundred million dollars from the 
foreign-aid program and give it to the needy?” It sounds awfully 
good if you just say this offhand and some of our people are taken 
in by this argument. 

I think I am safe in saying that as far as the leadership of the labor 
movement is concerned, there is practically 100 percent backing for 
the program and increased efforts will be made by that leadership to 
get the rank and file membership of our organization to understand 
the importance of this program both from the standpoint of national 
security and from the standpoint of the economic welfare of our 
country. 

Mr. LeComprsz. That is fine. There has been a meeting this week 
of a good many representatives of your organization in Washington. 
Were they discussing this? 

Mr. Bremituer. This was not one of the items on our agenda this 
week. This was a conference on purely domestic problems. 

Mr. LeComprs. I thank you very much. I really didn’t intend to 
take any time. 

Acting Chairman Morean. Mr. Curtis. 

Mr. Curtis. Thank you, Mr. Chairman. I join in expressing 
appreciation for the able statement we have received and I think 
those in favor of this program will welcome the significant and power- 
ful support of the labor movement. 

Mr. Bremituer. Thank you. 

Acting Chairman Morgan. Are there any further questions? 

Thank you, Mr. Biemiller. 

Mr. Vorys. I have a question. I have been conferring with my 
colleague, Mr. O’Hara, on the way in which to have labor properly 
represented in the administration of the Development Fund. I feel 
as you do and he does that there could be a very proper relationship in 
an advisory committee of some kind but I wondered how you would 
feel about having a labor representative or the Secretary of Labor or 
the Secretary of Agriculture, on the loan committee. 

Our Foreign Affairs Committee has attempted to keep the loan 
committee to a small, rapidly functioning organization that represents 
the various lending institutions, plus State and ICA to get away from 
duplication and to provide coordination. 

I know some of the labor unions own banks, and so forth, but do 
you feel that a labor representative would be necessarily equipped to 
function in a loan committee? 
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Mr. Bremituer. We are primarily concerned with basic policy and 
I think the suggestion for a policy advisory board has tremendous 
merit. We would naturally want to see the details of any proposal 
before committing ourselves absolutely but the intent of that I think 
would meet the problem with which we are most concerned. 

Mr. Vorys. I agree with you. 

Mr. Carnanan. Mr. Chairman. 

Acting Chairman Morean. Mr. Carnahan. 

Mr. CarnaHan. I would like to read just a ar brief statement 
from the Honorable Sinclair Weeks, Secretary of Commerce, before 
the Committee on Ways and Means, House of Representatives, on 
Monday, February 17, 1958, concerning the extension of reciprocal 
trade. 


Exports of manufactured goods, raw materials and foodstuffs in 1957, exclusive 
of military aid reached the staggering total of $19.5 billion, approximately, the 
highest in our Nation’s history. During the same year, imports in the same 
categories totaled $13 billion, approximately. 

We are exporting considerably more than we are importing. 

Acting Chairman Morgan. Thank you, Mr. Biemiller. 

Mr. Biemitter. Thank you, Mr. Chairman. 

Acting Chairman Morean. The next witness is Mr. John C. Lynn, 
legislative director, American Farm Bureau. 


STATEMENT OF JOHN C. LYNN, LEGISLATIVE DIRECTOR, AMERI- 
CAN FARM BUREAU FEDERATION 


Mr. Lynn. My name is John C. Lynn, legislative director of the 
Farm Bureau, and accompanying me is Mr. George Dietz, director, 
——— affairs department, and Mr. Herbert E. Harris, assistant 

irector. 

The American Farm Bureau Federation appreciates this opportunity 
to present its views to this committee with regard to several aspects 
of the Mutual Security program. 

Farm Bureau supports in principle the Mutual Security program; 
however, we believe that substantial savings can be made in the 
$3,900,000,000 requested by the administration for this program. 

Last year we called to the attention of this committee that the 
Mutual Security authorization bill was tending toward legislation on 
an appropriation measure. We expressed the hope that the Ilouse 
Foreign Affairs Committee and the Senate Foreign Relations Com- 
mittee would continue to carefully scrutinize these programs. At 
that time we had specific reference to the open-ended authorization 
proposed for the Mutual Security program. 

Farm Bureau requested, and we commend the Congress for, action 
which eliminated these “open-ended” authorizations. We are 
especially happy to see the request for fiscal 1959 return to the annual 
authorization bill which retains in Congress the opportunity to 
carefully weigh and analyze the level of expenditure and the effective- 
ness of the Mutual Security program. 

Farm Bureau 1953 policies directly relating to this matter state: 

The Mutual Security program represents an effort to unite the nations of the 
free world as partners in the struggle for a lasting peace. We should continue 


to stand ready to support constructive assistance to (1) friendly countries that 
show a willingness to use such assistance properly and (2) peoples in other areas 
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of the world who are striving to obtain their freedom, provided such assistance 
will help them gain their freedom and not perpetuate their slavery. Programs 
should be designed to assist in the development of projects that will make a lasting 
contribution to the economy of the cooperating country. 

Proper safeguards should be taken (1) to avoid waste and the disruptive effects 
of projects not geared to the economies of cooperating nations and (2) to prevent 
the initiation of projects which encourage socialism and stifle free enterprise. 

Assistance to underdeveloped countries must emphasize those political and 
economic principles which foster individual initiative in our country. 

We recognize that the total cost of this program is but a small fraction of the 
expenditures which would be necessary should we fail in our effort to secure lasting 
world peace. Nevertheless, economy is essential. We, therefore, support this 
program to the extent that it is directed toward the effective achievement of its 
primary purpose. 


Economic aid should emphasize loans rather than grants. It should be made 
clear that public loans are limited and that such loans are an unsatisfactory 
substitute for private investment. Loans under this program should be made 
only where it has been demonstrated clearly that financing is not available through 
private investment, the World Bank, the International Finance Corporation or 
the United States Export-Import Bank. Nations which are recipients of economic 
aid should establish conditions which encourage private investment in industry 
and commerce. 

For several years Farm Bureau has presented annually to this 
committee a very detailed and comprehensive statement regarding 
the Mutual Security program. Each year we have made concrete 
recommendations to the committee that we thought would be helpful 
in improving this program. 

Our statement this year will be brief; however, we are including 
specific recommendations for further improvement in the program. 
We are suggesting a total appropriation of $3,102,000,000. This is a 
reduction of $839,500,000 from the request made by the adminis- 
tration. 

We believe that there could be a better utilization of the funds 
accumulating as a result of the Public Law 480 program (The Agri- 
cultural Trade Development and Assistance Act). According to our 
best information there is approximately $1,400,000,000 in foreign 
currencies accumulated for economic aid under this program. 

In determining the level of economic aid, it should be borne in 
mind that these funds are available for loans and, where possible, the 
ay Security dollar appropriations should be decreased accord- 
ingly. 

We commend the Congress for giving added emphasis to loans 
rather than direct economic aid. It seems to us that there is little 
need for direct economic aid except in unusual circumstances, since, 
in addition to the foreign currencies available under Public Law 480, 
we have such institutions as the World Bank, the U. S. Export-Import 
Bank and the International Finance Corporation and private sources 
of credit. These facilities are not being fully utilized. This will 
continue to be true so long as United States policy is to hold out the 
hope for direct aid to these countries. 

The American Farm Bureau Federation vigorously supported the 
establishment of the International Finance Corporation. This 
corporation, created in 1955, with available capital of some $100 
million, is not being fully utilized. For example, we understand 
that the total loans made to date by the IFC total approximately 
$7 million. 

The United States should encourage the full utilization of these 
lending agencies. By so doing, we can substantially reduce the 
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necessity for continued grants and loans from the Development 
Fund and other sources under the Mutual Security program. 


MILITARY ASSISTANCE 


Farm Bureau 1958 policies state: 


Military aid should assist our allies to build their own defense resources and 
thereby reduce their dependence on the United States for military goods. 

Administration request: $1,800 million. Farm Bureau recom- 
mends: $1,500 million. We understand that there is a carryover of 
approximately $4 billion in funds for military assistance. We believe 
this carryover is adequate to compensate for the lead time required 
for most military items. 

The United States has invested a great deal of money in the mili- 
tary assistance program. It might be well at this time for the Con- 
gress to review thoroughly the uses made of these funds. A thorough 
review of this item would be very timely. The military assistance 
program can, in our opinion, be maintained at proper level with ap- 
proximately $1,500 million new appropriation. This is a reduction 
of $300 million from the budget request. 


DEFENSE SUPPORT 


The administration’s request for $835 million for defense support 
seems excessive. We believe that this amount could be reduced. 
We feel confident that this appropriation should not be larger than 
the last fiscal year’s appropriation which was $725 million. 

We would like to call especial attention of the members of this 
committee to House Report No. 1374 of the Committee on Govern- 
ment Operations. This report, dated February 22, 1958, makes a 
thorough review of the “use of defense-support funds for economic 
and political purposes.’”’ We concur in most of the conclusions of 
this report. 

We understand that almost three-fourths of funds under the de- 
fense support are used in South Korea, Formosa, Vietnam, and 
Turkey. We recognize the necessity for the United States to assist 
in maintaining strong defensive forces in these areas, 

However, it is a grave responsibility when the United States 
attempts to virtually “adopt” these and other countries. Every 
effort should be made for the United States to assist these economies 
in being able to take over at a more rapid rate the responsibility for 
their defense. We believe in the principle that it is the best interest of 
our mutual security to help these and other countries attain true 
independence, both political and economic. We will retard such 


growth and development if they become overdependent on the United 
States for direct aid. 


DEVELOPMENT LOAN FUND 


$300 million was appropriated for the Development Loan Fund for 
fiscal year 1958. The committee has undoubtedly noticed that only 
$75 million of this amount has been obligated, leaving a balance of $225 
million. It seems doubtful that loans under the Fund can be judi- 
ciously increased to a level exceeding $625 million in a year’s time. 
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Farm Bureau recommends, therefore, that the appropriation for 
the Development Loan Fund be approved at a level of $400 million 
which, together with the $225 million carryover, gives a total of $625 
million and should allow the operation of the Fund at a satisfactory 
level. 

This will mean a savings of $225 million in the mutual security 
appropriation. 


BILATERAL TECHNICAL COOPERATION (POINT 4 PROGRAM) 


Farm Bureau 1958 policies state: 

Technical assistance should be continued as an important part of our foreign 
policy. The primary objective of this program should be to aid underdeveloped 
countries to develop their manpower and natural resources and expand their 
production and commerce through improved technology and practices rather 
than by loans or grants. Maximum emphasis should be on the development of 
industries which complement national economies rather than on agricultural 
development. 

The budget request is for $142 million for the United States tech- 
nical assistance program. The Farm Bureau believes that the 
alliances of the free world can be greatly strengthened through the 
exchange of American “know how” and “show how.” However, 
we believe that the request for $142 million is excessive. 

The total amount of money being spent in the United States from 
Federal, State and local funds for “all vocational education in 1957 
was approximately $189 million. The total funds, Federal, State, 
and local, provided for the 48 States, Alaska, Hawaii, and Puerto 
Rico for agricultural extension work in 1957 was about $118,900,000. 
The point we would like to emphasize is that we want to make sure 
that this money is not being used for economic aid but is truly being 
utilized for the payment of salaries and expenses of personnel, tech- 
nically trained to do this job. 

In supporting the budget request for this item, we hope that the 
committee will give detailed study to this program with the view of 
gradually reducing the United States appropriation and substituting 
a greater utilization of the local currencies that are accumulating at 
a very rapid rate under Public Law 480. 


SPECIAL ASSISTANCE PROGRAM 


We recognize that there is some justification for the President of 
the United States to have money available that can be used for 
emergencies such as natural disasters abroad. However, we are sure 
that there are funds available in other departments of the Government 
that could be used for this purpose should the need arise. We believe 
that Congress would support supplemental appropriations to fulfill 
unforeseen needs that might arise. 

Title II of Public Law 480 provides $500 million of authorization 
which can be used by the President for these types of emergencies. 
We would, therefore, recommend that the authorization for special 
assistance in fiscal year 1959 be reduced $200 million. 


ee 
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SECTION 402 


The mutual security program should be administered as to make 
use of our agricultural surpluses wherever they can be utilized for the 
furtherance of the program. 


MULTILATERAL TECHNICAL COOPERATION 


The American Farm Bureau Federation has had grave concern 
for some time about the SUNFED proposal which has received so 
much support in the United Nations from the Soviet bloc, during 
the past few years. We understand that the SUNFED idea has been 
shelved temporarily. We urge this committee to watch closely efforts 
to accomplish this program or a similar program through other 
mechanisms. 

We will oppose the expansion of “soft” multilateral loans through 
the World Bank, which would have essentially the same effect as 
the SUNFED proposal. 

Moreover, we recommend that the new expanded technical assist- 
ance program proposal recently made by the United States at the 
United Nations, be kept separate from the existing ETAP program. 
Farm Bureau has been informed that the United States intends to 
keep this ‘development’ program separate. 

We reiterate our position that the regular ETAP program be reduced 
to 33% percent. Under the present law this will occur in calendar 
year 1960. The limitation of 38 percent for 1959 should be adhered 
to. 


Administration request: $21,500,000. Farm Bureau recommends: 
$17 million. 


FOOD AND AGRICULTURE ORGANIZATION 


The continued expansion and centralization of the technical assist- 
ance program in the United Nations tends to weaken the effectiveness 
of FAO. We are somewhat concerned that the United States com- 
plement working for FAO has continued to decline. We believe it 
important for United States personnel to continue to be a part of 
this program. We believe that FAO needs the leadership that can 
be furnished by well qualified United States personnel. We would 
suggest that this committee might wish to direct a special study, 
aimed at finding a solution to this problem. 


RECIPROCAL TRADE AGREEMENTS ACT 


The extension of the Reciprocal Trade Agreements Act for 5 years 
as is contained in H. R. 10368 will mean more in the long run in 
strengthening our mutual security than continued emphasis on assist- 
ance through the mutual security program. Farm bureau is recom- 
mending a 5-year extension of the Reciprocal Trade Agreements Act, 
with final authority resting with the President. A vigorously ad- 
ministered reciprocal trade agreements program, designed to increase 
international trade, will greatly lessen the need for continued foreign 
aid programs. We believe the act is a very important part of our 
total foreign policy. 


| 
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Fiscal year 1959, mutual security program 


[Million dollars] 
Adminis- Farm 
tration Bureau Savings 
request | recommen- 
dations ! 
NI los tn DSc a ee ca ddedcateanuteaBest acumen 1, 800. 0 1, 500 .0 
OI 6. si clit chipgninicaapinccackdvncinduddpdeusscumeeo’ 835.0 725 110.0 
Development loan fund (economic aid) ..............--.------.-..-- 625. 0 400 .0 
Bilateral technical cooperation.....................-.........-.....- 142.0 Ge tients 
Multilateral technical spaperetion EET SRT Re es 21.5 17 4.5 
ener pn DnS oi eSeeehi techs cnnachcuiwcndadvoudeahtawtbeaatere 106. 0 Be ESkaae gener 
I cies eikniihigs ietapedine noel iachihihabt his edn talipticetl 212.0 
I I att acs iach cashetsirecenin ints > ointvabicnscidini Wikia tnincndaneelelea eemailegtal 200. 0 } 212 200.0 
NN GSa na hte GRhacnac si nka ahtg deemed dwt el nada elas 3, 941.5 3, 102 839. 5 


1 In addition we recommend the maximum use of local currency funds acquired through Public Law 480. 


Mr. Lynn. In summary, when one tries to find out as we have been 
trying to find out through the bill and the budget message what is 
really in this program, there is little wonder that the average citizen 
doesn’t understand the program. 

I would hope, sir, that this committee—and we certainly have no 
specific recommendation to make—could give some direction to the 
mutual security staff and the Bureau of the Budget to get this in a 
more simplified form, so that the average citizen can have a better 
understanding. 

Our members, through discussion last fall, adopted policies at our 
annual meeting as contained at the bottom of this page and continuing 
through the next page. To highlight this, we are in general support 
of this program. However, in about three places, economy is men- 
tioned. Based on this overall resolution, our board of directors in 
January gave a lot of consideration to this program even though we 
did not have the details. Since that time our president and executive 
committee have also considered it, and we are coming up with some 
specific recommendations for reductions. 

You may say this is very inappropriate for someone who doesn’t 
have any more information than a farm organization. 

We can say we have studied this a great deal and believe our 
recommendations will not greatly weaken this program and the over- 
all objectives. 

Our total recommendation for reduction amounts to $839 million, 
as indicated on page 2. 

We believe the local currencies accumulated under Public Law 480 
and utilized to promote the basic objectives of this mutual security 
program should be taken into account when making dollar appropria- 
tions. 

We would recommend to this committee that you give some real 
direction in your authorization bill for better coordination of the funds 
accumulated under Public Law 480 and the mutual security pro a. 

You may have noticed that the Senate Committee on Agriculture, 
for example, has voted out a tremendous increase for the Public Law 
480 program. A $4 billion authorization. Well, this is a lot of mone 
If the bill passes, we would hope that this money would be utilized in 
an efficient manner. 
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Our policies express great concern about continued grant aid. We 
emphasize loans. We think this committee is to be commended on 
giving emphasis to loans in the last 2 years, and particularly last year. 
But we would call attention to the fact that perhaps our continuing 
to hold out easy loans, such as perhaps is true in the Development Loan 
Fund or at least a lot of our foreign friends seem to have the impression 
that the Development Loan Fund is easy money, can have serious 
drawbacks. We find a reluctance on the part of a lot of our friends 
abroad to utilize the lending facilities that are available to them, such 
as the Export-Import Bank, the World Bank, and particularly the 
International Finance Corporation which we vigorously supported 3 
years ago and which the Congress approved. This fund has not been 
utilized to the extent it should. We understand only about $7 million 
has been loaned. We know that some private capital has been put 
up with that, and that is good. 

For military assistance we are recommending in light of the fact 
that about $4 billion is unexpended, $1,500 mullion rather than the 
$1,800 million as proposed in the budget recommendation. 

We recognize that this is military hardware in most cases and 
there must be some lead time but we believe the $3 billion carryover 
would be ample for this. This would have the effect of reducing this 
item $300 million. 

On defense support we recommend that the level of the defense 
—— be at the same level as last year. 

e would call your attention—and I am sure it is not necessary— 
to a report of a committee of the House, dated February 22, this year, 
“Use of defense support funds for economic and political purposes,” 
put out by the Committee on Government Operations. ‘That is an 
informative document. We find ourselves, based on our limited 
knowledge, in substantial agreement with some of the conclusions 
reached by this very fine committee of the House. 

With regard to the Development Loan Fund, we endorse this 
approach to economic assistance. However, we believe that since 
there will be a $225 million uncommitted balance from what the 
Congress appropriated last year, a level of $625 million would be 
maintained with an appropriation of $400 million. 

This means a saving on this item of $225 million. 

Now the bilateral cooperation, the point 4 program, we support the 
amount recommended by the budget. Each year we call to your 
attention the fact that this seems to be a ieee ous amount of money 
for know-how, if in fact that is what it is being used for. We would 
hope the committee would give real scrutiny to this item. We have 
made a few comparisons here to the total vocational, education pro- 
— of our United States; the total agricultural extension program. 

his figure approaches the total being spent in the United States for 
these items. 

We are supporting, however, the recommended $142 million. 

The special-assistance program, we believe that with the proper 
utilization of Public Law 480, title II, this amount can be reduced by 
$200 million. Certainly, the Congress has demonstrated over and 
over again that if there is an emergency that develops, you are per- 
fectly willing to make a supplemental appropriation, and we would 
support those on the basis of demonstrate a need. 
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As for multilateral technical cooperation, we certainly know of the 
very fine work done by Congressman Judd and Congressman Carnahan 
this summer in the United Nations. We are still opposed to the 
SUNFED and we will continue to oppose any idea that has the ulti- 
mate effect and goal of the SUNFED program. 

We are supporting the same recommendation we made 2 years ago 
to this committee. We are hopeful that the gradual reduction of 
the percentage of our contribution to the expanded technical-assistance 
program will be made, as approved by the Congress last year. 

Any new expended technical-assistance program that might be 
proposed should be kept separate from the present expanded technical- 
assistance program as we know it. 

With regard to the present Food and Agriculture Organization, we 
get the feeling that the technical-assistance program of the United 
Nations is tending to, well—by having the money, they are tending 
to make a second-rate outfit out of FAO in the field of agriculture. 
We support FAO. We have always supported it and we have sup- 
ported increased contributions to FAO. 

We call your attention to the fact that it is getting very difficult 
to get United States personnel to become a part of the FAO and we 
feel this is very necessary. United States personnel should be repre- 
sented in FAO as well as the other specialized agencies. 

Finally, we call to your attention, Mr. Chairman, that the Trade 
Agreements Extension Act may be far more important as we look 
forward to the future, to the security of the United States, and to the 
welfare of other countries, than grant economic aid. 

We appreciate very much, sir, this opportunity to present this very 
brief statement. 

Acting Chairman Morcan. You actually support the continuation 
of the program with the recommendation of a cut of $839 million? 

Mr. Lynn. That is exactly right, sir, but we would not pose as 
experts in regard to the exact dollar amount. 

Acting Chairman Morean. In military assistance you propose a 
cut of $300 million and you base it merely on the basis of the $4 billion 
carryover? 

Mr. Lynn. We base it on our belief that military assistance should 
be maintained at a rate approximating the current fiscal year, especi- 
ally until the budgetary confusion has been cleared up. 

Acting Chairman Moraan. In defense support you recommend a 
cut of $110 million, based on the same reasoning? 

Mr. Lynn. Maintained at about the same level as the current year. 

Acting Chairman Morean. In the Development Loan Fund you 
recommend a cut of $225 million, and you base the cut on the fact 
that only $75 million has so far been committed? 

Mr. Lynn. Yes; that there will be a $225 million carryover. 

Acting Chairman Morean. Of course, you understand before the 
end of the fiscal year the executive department, with the applications 
they have in excess of $1.5 billion, claim that $300 million will be 
committed? 

Mr. Lynn. It is not surprising to us that an attempt will be made to 
commit most of the appropriation before June 30. 

Acting Chairman Morean. Now you recommend no cut in the 
$142 million of technical assistance? 
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Mr. Lynn. Thatisright. We believe that is a very important part 
of this program. 

Acting Chairman Morean. But you do make a comparison of the 
vocational training in this country, in comparison with the technical- 
assistance program in the 30 other countries to be carried on. 

Mr. Lynn. That is right, and based on the number of personnel 
involved in this program, according to ICA report, we are still allo- 
cating roughly $50,000 per employee. ‘This is a lot of money. This 
is more than the salary and expenses and we guess that some of this 
money is being used for economic aid. To this we are opposed. We 
are not opposed to their having some economic aid but we are opposed 
to them getting it through the guise of technical assistance. 

Acting Chairman Moraan. | suppose your organization is aware 
of the fact that in our program in central Africa we are not dealing with 
the same kind of patient that we have in this country, as Dr. Judd 
would put it, and it will take more money than would be the case in 
a more advanced area. You are aware of that? 

Mr. Lynn. Yes, sir. 

Acting Chairman Morean. Thank you, Mr. Lynn. 

Mr. Vorys. 

Mr. Vorys. Mr. Lynn, we appreciate your statement and we 
appreciate the way in which the farm bureau has attempted to study 
into this thing and be as helpful as possible, on amounts. 

You are unswerving in your approval of the principles involved. 
I say to you as I did to the United States Chamber of Commerce 
and the labor people, here, I hope you can get your views not only 
to Congress but to your members. 

Now this committee appreciates the difficulty that you have in 
that so much of the information available to our committee is, for 
reasons of security, not included in the information available to an 
organization such as yours. That makes the matter of how much 
we are going to spend a problem where we have to pass on it with 
such advice and suggestions as we can get from outside organizations. 
For instance, your suggested cut of $300 million on military is based 
on a carryover of $4 billion. 

Do you think our committee or you should reconsider that in 
view of the fact that the estimated carryover for June 30 of this 
year is $3.3 billion, and the estimated carryover for June 30, 1959, 
is $2.9 billion? Would that affect your judgment at all? 

Mr. Lynn. Mr. Harris. 


STATEMENT OF HERBERT E. HARRIS II, ASSISTANT DIRECTOR, 
AMERICAN FARM BUREAU FEDERATION 


Mr. Harris. We thought about that a great deal, Congressman. 
The facts are there that they do have the unexpended balances now 
and that they intend to reduce those unexpended balances by about 
$400 million. Since the balances are going to be reduced by $400 
million, the same rates of deliveries could probably be maintained 
with a decrease in authorization of $300 million. 

Mr. Vorys. Young man, you can’t save it and spend it at the same 
time even in Government. 
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Mr. Harris. If you can take this out of the pipeline, if you can 
shorten your hold up in the pipeline by that sani as they say they 
can, then you can reduce your authorization by that much. 

Mr. Vorys. Well, your public statement is based on a carryover 
of $4 billion and I am showing you that the carryover is estimated 
to be $3.3 billion this June and $2.9 billion according to their figures, 
if they get all that they ask for this year. 

Mr. Lynn. Of course, we didn’t have those figures available to us. 

Mr. Vorys. Those are public figures now available. 

Mr. Jupp. And they are down from $8 billion in just a few years. 
We have been doing this cutting down of the carryover year after 
year. There comes a point below which they can’t operate. 

Mr. Lynn. You see our basic policy as we have presented to this 
committee many, many times, is that we are attempting to furnish 
too much direct arms to these people and that they should be building 
a ee many of these arms themselves. 

Mr. Jupp. I wish you would come up and explain that to the 
workers of the Twin city Arsenal in my district who are protesting 
because arms are being made with our money in Belgium instead of 
in Minnesota. 

Mr. Vorys. Now, on defense support, you suggest a cut of $110 
million there. 

Again we are embarrassed because we can’t discuss details with you 
but defense support goes only to 12 countries and I refer you to page 38 
of this public presentation. As you will note on page 40, 4 of the 
countries get 70 percent of the total: Korea, Taiwan, Vietnam, and 
Turkey. 

Could you tell us which one of those countries should have the 
economic support for their military buildup reduced? 

Mr. Lynn. We have stated those same facts, sir, on page 4 of our 
statement. 

No; we cannot tell you specifically but as we point out here, we 
don’t have any evidence—and maybe you do, sir—that these coun- 
tries are beginning to depend less on the United States for economic 
assistance. 

Take South Korea, for example. It may be that we will have to 
virtually adopt her and supply tremendous amount of economic 
aid for an indefinite period. This also may be true in regard to some 
of these other countries. But as a citizens’ organization we have very 
little evidence that they are doing perhaps as much for themselves 
as we think they should. Now, we could be wrong in that, but that is 
our best judgment. 

Mr. Vorys. I hope we can have figures published that will deal 
with that. 

Now, one other. On the reduction of $225 million in the Develop- 
ment Loan Fund, I think there is about $130 million of loans already 
made and about $1.5 billion in requests, and an estimate that they 
will have loaned out $290 million by June 30. 

Would those figures affect your judgment on this? 

Mr. Lynn. To repeat, we don’t have all the information we would 
like to have, but it has been reported to us reliably, we think, that a 
great many countries who would normally use the World Bank—the 
International Finance Corporation, the Export-Import Bank—have 
been waiting to see if they can’t get a little easier deal through the 
Development Loan Fund. 
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I don’t know whether this is accurate or not, but if in fact we are 
going to use this new approach of the Development Loan Fund to 
bypass some of these very sound institutions that we have set up 
over the years, then we think they will disintegrate and we will con- 
tinue to have to appropriate more money for easy credit, Mr. Vorys, 
which we are not for. 

Mr. Vorys. I agree with you, and I wonder if you are aware of 
the fact that the head of the Export-Import Bank is on the Loan 
Committee for the Development Fund, and it is proposed this year to 
put the American representative of the International Bank on there, 
to prevent exactly the thing you mention. 

Mr. Lynn. We are in thorough accord with that. 

Mr. Vorys. Thank you very much. 

Acting Chairman Morean. Mr. Zablocki. 

Mr. Zasuocki. Mr. Chairman, thank you very much. 

Mr. Lynn, I desire to express my appreciation for your statement, 

However, I find, though, you are in basic agreement that the 
program ought to be continued—you are very often in conflict with 
some of your statements, particularly in your conclusions. 

For example, you state that you realize very often when the fiscal 
year is coming to an end, you criticize the rapid obligation of funds 
and at the same time you pointed out to the committee, for example, 
where funds are not obligated they ought to be automatically cut in 
the future because they were not obligated. 

An example is the Development Loan Fund. 

Now, this committee has been consistently conscious and interested 
in seeing that our authorization and appropriation of aid funds be 
carefully expended. 

We agree with you, I am sure most of us do, that we would like to 
see countries become self-dependent. And when you make certain 
statements concerning the defense-support portion, how can the 
countries become self-supporting if we expect certain military con- 
tribution from the four countries—South Korea, Formosa, Vietnam, 
and Turkey—where we do get 5 or 6 times the mutual security 
contribution that we would if we had to depend solely on our own 
military forces? How can these countries, without our assistance, more 
rapidly become self-supporting, or meet their responsibilities for 
defense? 

You say, for example, that— 

We recognize the necessity for the United States to assist in maintaining 
strong defensive forces in these areas. 

Mr. Lynn. This is our attitude. It may be that we will build up 
a stronger ally, in Turkey, for example, and simply as an example, to 
assist her with this military assistance in developing a factory in 
which she can make jeeps, for example, and get employment for 
her people rather than attempting to supply every squad with a jeep 
and every soldier with an M-1 rifle: 

We have contended if we continue to furnish 155-millimeter how- 
itzers to each of these countries because they must defend themselves 
and help defend us, they will continue to drain their dollar resources 
to procure replacement parts unless we have made up our mind to 
subsidize these economies through this means forever. 

Our people are not prepared to accept such a situation, but I don’t 
disagree, sir, with all of what you say. 
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Mr. Zastockt. The evidence which was brought before this com- 
mittee for the amount of defense support seemed to substantiate that 
there is a need for defense support in those areas if we are expectin 
these four countries to make their contributions toward the mutua 
security of the free world. 

I want to very briefly say, Mr. Chairman, that we are certainly 
very interested in any specific examples that Mr. Lynn could give to 
the committee as to where some of our aid programs are in competi- 
tion, or, as he points out, weaken the effectiveness of the United 
Nations’ technical assistance programs—you specifically refer to 
FAO—because in our testimony the witnesses in the past have re- 
assured this committee that there is absolute cognizance of the 
possibility of such duplication of the mutual security program and 
the technical assistance program, but they are careful that there 
is no competition or duplication. If you have facts which could be 
made available to the committee, I think we would appreciate it. 
But to make a general statement of this kind weakens your own 
position as well as ours, that the program ought to be continued. 

Mr. Lynn. I would like to make it clear, sir, that we are talking 
about the expanded technical assistance program of the United Na- 
tions and its seeming to put FAO in the background, rather than the 
bilateral point 4 technical assistance of the United States. 

Mr: Zasiocki. Nevertheless, this committee would be very happy 
to have specific instances or examples of where the TAP program in 
the United Nations tends to weaken the FAO. 


STATEMENT OF GEORGE J. DIETZ, DIRECTOR, INTERNATIONAL 
AFFAIRS DEPARTMENT, AMERICAN FARM BUREAU FEDERA- 
TION 


Mr. Dierz. I would like to make a remark here, if I may—and I 
am not implying anything when I say this, but I think it would be very 
helpful for the members of this group to speak with every American 
ambassador and minister on what they think about the United Na- 
tions expanded technical assistance program; just speak to them alone 
and see what they advise—not what the Department of State thinks 
particularly, but what these individuals, who are out in the field, 
think about the United Nations ETAP operation in the nation where 
they represent the United States. 

This can be in executive session, if necessary. But I suggest this 
would be very interesting for this group. 

Mr. Zasuocki. I am sure it would give you comfort, sir, if I advise 
you that subcommittees of this full committee were doing just that. 

Mr. Dierz. Splendid. 

Mr. Lynn. Sir, just one other comment: 

In the report of the Committee on Government Operations of the 
House, which I referred to on page 3, are some very good statements 
dealing with the point I attempted to make about the continued out- 
pouring of military supplies to some 'of these countries. 

Acting Chairman Morean. That is the Hardy subcommittee 
report? 

Mr. Lynn. Yes, sir. 

Mr. Zasiockt. We have replies to those allegations. 

Thank you, Mr. Chairman. 
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Acting Chairman More@an. Mrs. Bolton. 

Mrs. Botton. Thank you very much, Mr. Lynn, for an interesting 
report. 

I have no questions. 

Acting Chairman Morean. Mr. Selden. 

Mr. Serpen. Thank you, Mr. Chairman. 

Mr. Lynn, I want to join with my colleagues in thanking you for 
our statement. I think you have made a constructive contribution 
y going into the different phases of the program and suggesting cuts. 

I do hope, however, if you ascertain that any of the figures on 
which you base these cuts are now incorrect, you will alter your 
report accordingly. 

Mr. Lynn. We certainly would, sir. 

Mr. Sexipen. Perhaps some of the figures that have been brought 
out today, as well as others that may be brought out later, will have 
some bearing on your final recommendations. 

Instead of a carryover at the end of this fiscal year of $4 billion, Mr. 
Vorys has pointed out that it will be only about $3.3 billion. Possibly 
your suggested reduction in the military assistance program will be 
altered as a result of that later information. 

And the same may be true as far as other parts of the program are 
concerned. 

I hope that your suggestions will be revised if the figures that are 
made public later have any bearing on your original estimtes. 

I would just say that we are not prepared to recommend an exact 
figure for carryover in military assistance. It seems that $4 billion 
reflects excessive lead time. We understand that it is hoped to reduce 
this to $3.4 billion by the end of this fiscal year and that a further 
reduction is planned during next fiscal year. We earnestly hope that 
these plans materialize. However, we will take what you say very 
seriously. 

Mr. Se.pen. As you know, we are providing technical assistance to 
many nations throughout the world. Has the Farm Bureau found 
that any of these nations are now competing with the United States in 
agricultural commodities that are being produced as a result of our 
technical assistance program? 

Mr. Lynn. We find some of that, sir; but it doesn’t disturb us a 
great deal because we do have the Reciprocal Trade Agreements Act 
and the escape clause and section 22, and we firmly believe if we can 
do something to increase the standards of living of these people abroad, 
we will sell more agricultural commodities abroad. 

For example, the textile industry, the Japanese imports of textiles 
was a threat to the domestic textile industry, but I believe the agree- 
ment which was worked out between the United States and Japan 
has lessened that threat a great deal, and we are still exporting a great 
deal of farm commodities to Japan. 

Mr. Sevpen. Thank you, Mr. Chairman. 

Acting Chairman Morean. Dr. Judd. 

Mr. Jupp. Mr. Chairman. 

It is always nice to have you here, Mr. Lynn, and your associates. 

I particularly want to commend you for your strong statement on 
reciprocal trade because obviously you realize that all this aid will go 
down the drain in the end if the United States doesn’t maintain a 
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mature position as a trading nation in the world, which is not possible 
if we are going to try to export and not import. 

I really think this is almost a greater battle and a more significant 
one over the long-term than the foreign aid program. 

Your statement illustrates our predicament. Experts come here 
representing millions of workers, and they say our program is not big 
enough: We have been stingy where we should have expanded. And 
then an organization, representing another group of good American 
citizens, millions of farmers, comes before us and says we are doing 
too much, both from our standpoint and from the standpoint of the 
well-being of the people of the world. We poor fellows have to sit 
here and try to decide what is the right balance between. 

Mr. Vorys has dealt with the proposed cut of $300 million, in 
military assistance, and the carryover, and so on. 

On defense support, I am sure you understand that all that does is 
try to hold these countries where they are economically. It doesn’t 
provide enough to enable them to move up. It is just to put back in 
what they are having to subtract from their economies through follow- 
ing our recommendations and our desire that they maintain large 
military establishments. 

I am sure you recognize that no country, no people and no govern- 
ment, Korea, or whatever it is, is going to sit still forever and see other 
countries going ahead while it stays stationary. People won’t 
tolerate that. 

With respect to an across-the-board cut in defense support, as you 
recommend, if you realized that would mean, not that we would cut 
down a little in every country, but we would just have to abandon 
certain countries, would that change your view any? Or do you have 
any suggestion as to which of the countries we should abandon first? 

Mr. Lynn. No, sir; we are not so recommending. 

Mr. Jupp. But that is what your cut would mean, I am afraid. 

We can’t give you all the information we have on that, but any 
further cuts at that point will likely mean that we just can’t reduce 
all the way across the board; we will just have to pull out of certain 
countries and let them go. Which ones would you suggest we let go? 

Mr. Lynn. I don’t know which ones we should let go, but we can 
not ignore this report of the Government Operations Committee. 
There is no minority report, as I see, attached to this, dealing with 
this matter, Mr. Judd, and undoubtedly, coming from this House 
body, there is a lot of truth in some of the conclusions reached by this 
very thorough study. And certainly based on that, there is every 
reason to believe that a slight reduction could be made in this item 
without deterring, at all, or interfering with the ability to continue. 

Mr. Jupp. We have gone through that very, very carefully with 
the responsible people, because it is a thorough study. But there are 
other factors which cannot be made public, I am sorry to say, which 
I believe will show that we have about as narrow a margin on that 
defense support item as we can have. 

Now, let me move on to the Development Loan Fund. 

You think that one reason we can cut down from $600 to $400 
million is because of the $1,400 million or its equivalent in foreign 
te You say these funds are available for greater use as 
oans., 
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Now, what kind of things do you think those Joans in their own 
currencies would buy? 

Mr. Lynn. We could utilize these currencies. For example—and 
I will use this just as a hypothetical example, but if barge equipment or 
railroad equipment is needed for, let us say, India, our first inclination 
is to get that in the United States. Well, as a matter of fact, we could 
take the yen, that have been generated under our sales to Japan, under 
Public Law 480, and spend that money in Japan to buy the barges and 
railroad equipment. 

Now, I am not saying that we ought to do that in every case, but 
I am saying the easiest way to do it is to come to the United States 
and get dollars to do it. But we believe this perhaps would be a good 
use of these local currencies. 

Mr. Jupp. Did you read Mr. Dillon’s statement before the com- 
mittee on this question of local currencies that we own? 

Mr. Lynn. No, sir, I did not. 

Mr. Jupp. I wish you would. 

Mr. Lynn. I will. 

Mr. Jupp. He made that clearer than I had ever seen it. As you 
know, I, probably more than anybody else, have been riding herd 
on them to build up triangular operations, to use the local currencies in 
other countries, precisely along the line of your own example. 

They have never done quite as well as I thought they could, but 
Mr. Dillon’s statement of the limitations on such loans, in the sense of 
what they could buy with those currencies of the things the countries 
must have to go ahead with their development, was more convincing 
against my own previous position than anything I have heard hereto- 
fore. 

I want to make just one more comment, and that is on the cut of 
$212 million you propose in the special assistance fund, which is com- 
bined with the contingency fund to make an amount of $412 million. 

Do you realize that you are proposing to knock out the contingence 
fund entirely, because that $212 million for special assistance is al- 
ready programed? You are leaving the President with no contingency 
fund? 

Mr. Lynn. He has a contingency under title II, Public Law 480. 

Mr. Jupp. I mean as far as this fund in dollars is concerned, he has 
no other contingency fund except, as you said, under Public Law 480, 
for emergencies such as natural disasters. But I assure you this is 
not to take care of natural disasters. This is to take care of emer- 
gencies like the one in Jordan, where we either had to be able to put in 
a lot of money quickly or Jordan would have been “adopted” by the 
Communists. The Soviet Union is not backward about picking up all 
these people as fast as it can. It apparently does not consider them 
a burden. It is eager to adopt them. 

I wondered if you wanted to recommend that the President have 
no contingency fund whatsoever. 

Mr. Lynn. No. 

Mr. Jupp. That is what it amounts to, because the special assist- 
ance is already programed, and it leaves him no contingency fund. 

Mr. Lynn. The President has a contingency fund mechanism in 
the program. That is, his authority to transfer a certain amount of 
funds from one category to another. Specific information on pro- 
graming has not been made available to us. 

21862—58—pt. 8—6 
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Mr. Jupp. I realize that, and that is the only reason I am bringin 
it out. Not at all in criticism, but merely to say that if you lonleead 
that it would knock out his contingency fund—not for natural disas- 
ters but for man-made disasters—I wondered if you wouldn’t perhaps 
be less drastic in your cut. 

Mr. Lynn. We will make final recommendations based on the 
report of this committee. 

Mr. Jupp. I believe that. Now, one final word: 

I couldn’t be more in agreement with you than on your insistence 
that this new proposal that we have made at the U. N. be kept 
separated from the present expanded technical assistance program. 
You will find that not only our representatives around the world 
took that position, but we were surprised to find that practically all 
the other countries were just as insistent that this new program not 
be just an expansion of the expanded program—more of the same— 
but that it have a separate identity. We are caught in a dilemma 
there because some want to make this special projects fund the 
beginning of SUNFED, you know, and others want it just more of 
the same as U. N. technical assistance is doing. We have to keep 
it a separate program, supplying a missing link between technical 
assistance and capital development, but not either. 

Acting Chairman Morean. Mr. O’Hara. 

Mr. O’Hara. Mr. Lynn, it is proposed, as you know, to incorporate 
the Development Loan Fund with a Board of Directors to consist of 
State, ICA, and the Export-Import Bank and the World Bank and 
the Director of the Development Loan Fund. The Board of Directors 
will control the loan policy of the corporation if that change should 
be made. 

Another suggestion is made that there be created an advisory 
committee on basic loan policies and on that should be a representative 
of agriculture, of labor, and of other industry groups. 

Do you have any comment to make on that? 

Mr. Lynn. We do not have a specific policy, Congressman, on this 
particular item, but we will take this up with our Board of Directors. 
I think basically it is a sound idea, but we do not have any specific 
policy on this. 

Mr. O’Hara. I would appreciate a statement from you and your 
organization as to the desire of agriculture to be represented on such 
an advisory group, if created. 

Thank you. 

Acting Chairman Morcan. Mrs. Church. 

Mrs. Cuurca. It is refreshing to have the Farm Bureau come in 
with constructive criticism of the program. I think that you have 
shown courage in your statement, which is what we have learned to 
expect of the American Farm Bureau. 

I wondered whether you, yourself or through the operations of the 
Bureau, have made any personal study of how the program is being 
carried out in various countries. 

Mr. Lynn. Our staff has made some studies. We have not been 
abroad in the last 12 months. I usually make a trip to Europe every 
other year, but we have not made in-the-field studies in the last 2 
years. 

Mrs. Cuurcu. Did your previous studies take you to southeast 
— or Africa or to any of the really underdeveloped areas of the 
world? 
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Mr. Lynn. We have had members of our board of directors, particu- 
larly Mr. George Wilson, of California, who has spent considerable 
time in that area—his reports and information, were of material 
assistance to our Resolutions Committees. 

Mrs. Cuurcu. Following up the question that Mr. Selden asked in 
another way, have you found that the amounts of surplus distributed 
under Public Law 480 have upset the balance of trade or prevented 
the rightful development of trade in other countries? 

Mr. Lynn. Up until now J think it has not been too great a factor, 
but as we are advising the Senate, today, we think that the extension 
of Public Law 480, as has been reported out of the Senate Agriculture 
Committee, will greatly disrupt our international relations. I wouldn’t 
want to elaborate on that too much because that is not the subject 
of this hearing, but this is a very dangerous thing that has been done, 
and it has been done under the guise, I think, if you will pardon me, 
sir, of sweeping some of our agricultural surplus problems under the 
rug and failing to face up to a sensible price support and adjustment 
program in the United States. That is exactly what we have said to 
the Senators, today. Excuse me for digressing. 

Mrs. Cuurcn. I would be glad to have you develop that point, 
because the subject of Public Law 480 is ao relevant, here. 

Mr. Lynn. As you know, ma’am, we are the original supporters of 
Public Law 480. We are proud of that fact. I think the record is 
clear. Certainly, we could have done nothing without the help of a 
lot of other people. 

Public Law 480 was passed—you will remember—when we were 
extending for 1 year the Reciprocal Trade Agreements Act year after 
year after year. We had at that time almost $6 billion worth of sur- 
plus farm products. 

We did this as an interim program, first to bridge the gap, hoping 
we would get a long-term extension of the Trade Agreements Act, 
and second, to reduce our surpluses in the hands of CCC, hoping we 
could get a domestic farm program that would tend to solve this 
problem, rather than to freeze everything in its tracks, as was done 
yesterday to perpetuate the problem. 

Our recommendation, for example, is an extension for a 2-year 
period of Public Law 480, with $2,250 million for fiscal 1959, and $750 
million in fiscal 1960, which will allow other countries to say, ‘‘Yes, 
we took you at your word this was a temporary program. We know 
that you are beginning to taper it off, and it will not interfere seriously 
in international trade relations.” This will increase our ability to 
export agricultural commodities, far more than if we give the other 
countries the opportunity to say, ‘Well, look, Public Law 480 is ex- 
tended for 2 years, for $4 billion’. This is the effect of the action by 
the Senate committee. 

I don’t mean to be critical of the Senate committee or anybody, but 
this action is in complete conflict with our policy. 

Mr. Vorys. A large proportion of our agricultural exports are not 
in private but rather in governmental channels. To me, that is one 
of the most ominous things I know of, and this proposal to keep 480 
expanded and going will simply accentuate that, won’t it? 

Mr. Lynn. Exactly, and it will tend in the long run to decrease our 


ability to export agricultural commodities for dollars if this thing goes 
too far. 
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Mr. Vorys. You can’t have governmental exports in the volume 
we have been carrying on, without interfering with ordinary com- 
mercial channels, regardless of what it says in the law, isn’t that true? 

Mr. Lynn. That is exactly right. And we can’t expect Canada 
and some of our other good friends to be happy about this. 

I am surely glad to see this committee in agreement with us on this 
point, at least. 

Mrs. Cuurcn. Thank you, Mr. Chairman. 

Mr. Jupp. Mr. Chairman. 

Acting Chairman Moraan. Dr. Judd. 

Mr. Jupp. May I add a word on that? 

It is interesting to recall what happened when I made the original 
presentation of what became the Public Law 480 to the House Agri- 
culture Committee. They pooh-poohed me, and claimed it would 
be another big giveaway. We tried to show it was sensible, and 
within the bounds of reason and could be a sound program, beneficial 
to ourselves. They rejected it. We had to get it in to law through 
section 550 of the Mutual Security Act of 1953. We wrote it in 
conference. The conditions were very carefully laid down. It was 
not to disrupt normal marketings; it was not to become a dumping 
operation. It has worked. But when it becomes the size that the 
Agriculture Committee now is trying to make it, it can’t help but 
become a dumping operation and make enemies of the very people 
we are spending money to try to keep friendly. ; 

I am so glad that you are standing with me, in a sense almost asking 
for limited starvation of our own child, as against an attempt to give 
it glandular stimuli which will turn it into a monster. 

r. Lynn. This is a good illustration, that there is nothing so 
permanent as a temporary program in Washington. 

Acting Chairman More@an. Thank you, Mr. Lynn. 

The next witness is Mrs. Virginia M. Gray. 


STATEMENT OF MRS. VIRGINIA M. GRAY, EXECUTIVE SECRE- 
TARY, CITIZENS COMMITTEE FOR UNICEF 


Mrs. Gray. Dr. Morgan, Mrs. Bolton and gentlemen of the com- 
mittee, the Citizens Committee for UNICEF is an informal clearing- 
house of legislative information serving a number of national organiza- 
tions which support continued United States participation in the 
United Nations Children’s Fund (UNICEF). Some of these organiza- 
tions appear before you separately to present their views while others, 
among them the following, have authorized this joint statement: 


American Association of University Women 

American Parents Committee, Inc. 

Association for Childhood Educational International 

Child Study Association of America 

Child Welfare League of America, Inc. 

Cooperative League of the U.S. A. 

Friends Committee on National Legislation 

General Alliance of Unitarian and Other Liberal Christian Women 

Methodist Church—Woman’s Division of Christian Service of the Board of 
Missions 

National Association of Colored Women 

National Association of Social Workers, Inc. 

National Board of Young Women’s Christian Association 

National Congress of Colored Parents and Teachers 
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National Council of Jewish Women 

Spokesmen for Children, Inc. 

United Church Women 

Women’s International League for Peace and Freedom 


. by have more associations that we represent this year than ever 
efore. 

I am appearing here this morning to urge your approval of the 
contribution of $11 million by the United States to the United Nations. 
Children’s Fund for the fiscal year ending June 30, 1959. This is the 
amount recommended by the executive branch. It is the same amount 
as was appropriated last year. 

It would be presumptuous indeed for me to attempt to tell this 
committee about the work being done around the world by UNICEF. 
You are already well informed. Some of you have also visited 
UNICEF-aided centers in your travels of inspection. You have seen 
the DDT spraying teams combatting malaria in isolated tropical 
villages of Africa, or Asia, or Latin America. You have watched lines 
of village children waiting for the miraculous shot of penicillin that 
will cure their frightening case of yaws. You have certainly seen a 
few of UNICEF’s 4,500 jeeps or similer motor vehicles that travel a 
combined total of over 155,000 miles every single day carrying drugs, 
food, and their promise of health to millions of the world's children 
and mothers. 

What I can do here this morning, however, is to stress again this 
year the fact that most American people also know a great deal about 
the work of UNICEF— 

And I may interrupt at this point to say that since I had the 
privilege of appearing before the committee last year, I have had 
many opportunities to speak before groups of erican citizens 
during this last year, not only in the neighborhood of Washington 
but quite a bit further afield, to church young people’s groups, to 
school groups, to women’s clubs, to homemakers clubs, to associations 
of university women’s groups and many of them, and I feel I can say 
this without any idle boast, that they are very much impressed by the 
achievement of UNICEF and they are united in their desire to see 
this work go forward toward the goal set by UNICEF for the year 
ahead—a goal of aiding 50 million helpless victims of diseases and 
malnutrition. 

The dramatic accomplishments of UNICEF during the past 11 
years of its existence have brought the organization to the point where 
further constructive growth can be confidently predicted. Such 
expectations are based primarily on the increasing understanding on 
the part of aided governments of the value of the work of UNICEF 
and their growing willingness to support programs for their own 
children with their own limited financial resources. In 1957, for 
example, they invested $2.37 for every dollar contributed by UNICEF 
(of which 55 cents came from the United States). 

Thus the results achieved by UNICEF have a value out of all pro- 
portion to the relatively small contribution being requested here this 
year. That so much can be accomplished with so little money is 
because UNICEF is primarily a catalyst. First of all, it pierces the 
vicious circle of disease, poverty, ignorance, and hopelessness by 
demonstrating how, with even a small amount of medical help and 
sound guidance, people can learn to help themselves. Once these 
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first steps, which combat mass diseases that have crippled whole 
populations in vast areas of the world, are taken, the next steps of 
improvement develop in logical progression. First comes treatment 
and cure of diseases—yaws, leprosy, malaria, trachoma, tubercu- 
losis—then prevention of disease through increasing knowledge of 
the importance of better nutrition and improved sanitation. Oppor- 
tunities for spreading this new knowledge for safer and healthful 
living abound as mothers bring their children to local clinics to see 
for themselves how they can learn to help themselves and their families 
to a better way of living. Next in order of development, aside from 
the incalculable benefits to the individual, become evident the eco- 
nomic improvements to the area—the increased productivity of 
healthy workers with a higher standard of living that gradually brings 
the entire area into a more important position in world markets. All 
this from starting with the children. 

I might interrupt to say here, I seem to be echoing Mr. Biemiller’s 
earlier statement in some part on this point. 

Nowhere is this explosive pattern of development more vividly 
apparent at the present time than in the countries of Africa newly 
emerging into national independence with an eager determination to 
overcome the handicaps of centuries of isolation. It is essential that 
the resources of UNICEF be available and adequate to provide the 
initial assistance so necessary if these countries are to begin to build 
a better future for their children and to achieve the political stability 
which must inevitably be based on a sound and prospering economy. 

Our organizations support the proposed contribution of $11 million 
to UNICEF as requested by the executive branch. We hope that 
every penny of this amount will be contributed to UNICEF without 
restriction. For this reason we oppose the imposition of a further 
reduction this year in the matching formula based on contributions 
of other governments to the central account of UNICEF. The policy 
of a matching percentage formula was established by the executive 
branch of the United States Government in 1954. It limited the 
United States contribution to a certain percentage of the amount 
which other governments contributed to the central account of 
UNICEF with the avowed purpose of stimulating, by this matching 
incentive, other governments to raise their contributions to UNICEF. 
Starting at 60 percent, the ratio has been reduced each year by 2% 
percent, until this year the executive branch recommendation places 
the ratio at 50 percent. In all fairness it must be admitted that this 
device succeeded remarkably well in the first few years of its operation. 
Other governments did increase their contributions and made possible 
the required matching total in spite of the rapidity of increases 
demanded of them. 

Now, however, there are ominous indications that a further reduc- 
tion to 50 percent for 1959 will be too great for the other governments 
to be able to match in the year ahead. The rate of increase in total 
contributions to the central account has begun to fall off since 1957. 
A few of the factors influencing this forecast include: 

1. There is no likelihood of an increase in the number of countries 
contributing. Having reached a total of 80, the number cannot be 
expected to go much higher; in any case such additional contributions 
cannot be expected to increase significantly the total contributions; 
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2. Many of the countries contributing to the central account are 
also themselves recipients of UNICEF aid for which they are required 
to match on a dollar-for-dollar basis the cost of aid received. They 
cannot be expected to have the resources to make significant increases 
both to the central account and to their own UNICEF aided projects; 

3. Domestic difficulties in certain countries will prevent any sub- 
stantial increases over previous years in the immediate future; 

4. A drop in the weeld prices of certain basic commodities on which 
the economy of some of the less well-developed countries is depend- 
ent restricts their available funds. 

It was my privilege a week ago to attend the executive board 
meeting of UNICEF and to hear the representative of Brazil, among 
a number of others, make a very strong plea in this connection. 
Brazil apparently is in very critical difficulty because of the fall in the 
world price of coffee. Coffee represents 70 percent of their exports. 

I not only heard the delegate from Brazil but I checked his figures 
and his report with our own information on the subject. With that 
tremendous decrease in the price of coffee and the surplus that Brazil 
has and the fact that sugar also has declined in price, the Brazilian 
economy is in grave difficulty. 

For these reasons a further reduction in the United States per- 
centage for 1959 would cause a net loss to UNICEF. A breathing 
spell is essential to consolidate the very rapid gains of the past few 
years. 
~ We earnestly request, therefore, that the members of this committee 
express to the State Department their recommendation that no 
further reduction in the percentage formula for the United States 
contribution be required in 1959. This would give UNICEF a bit 
more time to urge other governments to be prepared to increase their 
contributions sufficiently to make possible a future matching on a 
50-50 basis. Unless this committee opposes a reduction in the 
United States percentage for this year, there is a strong probability 
that the total resources available to UNICEF in 1959 would be 
reduced, as a result of the operation of this formula, by an amount of 
over $1 million. ‘The effect of such a reduction would be to withhold 
aid from many mothers and children who would otherwise have 
benefited from well-planned programs. It could mean life itself to 
thousands of them. 

The organizations I represent, therefore, are firmly opposed to a 
further reduction in the percentage of the United States contribution 
at this time and we hope that you will agree with us in urging that 
such a reduction not be applied this year. 

Thank you very much for this opportunity to present our views. 

Acting Chairman Morean. Thank you, Mrs. Gray. As a physician, 
I know of the wonderful work UNICEF has done, and I am sure it 
has many, many friends on this committee. 

Mrs. Bolton. 

Mrs. Botron. Thank you, Mr. Chairman. 

I am always particularly interested, being a woman, in the UNICEF 
areas of our contributions to the UN. I am not going to discuss the 
ratio, because I have a feeling Dr. Judd will. 

I must say I am inclined very much to taking off as much of the 
burden as possible from the shoulders of the United States, but I 
confess there are certain areas which I cannot but feel a too-rigid 
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percentage formula will not only do damage to the work but might well 
create a catastrophe which could be rather worldwide. 

I had the experience last fall of being in the Near East when the 
word came back from the United Nations that Mr. Labouisse’s 
request for $40 million had been reduced to $27 million, largely because 
of the small donations from other nations (though several nations had 
increased—Saudi Arabia, for instance, doubled theirs). It was a very 
moving thing to go from camp to camp and have it said practically 
unanimous: “If you have to cut your programs for us we would 
rather eat less and learn more. Don’t cut your education programs.” 

= was very moving, because education is so terribly necessary to 
them. 

I would just suggest that the quality of justice might be a little 
merciful in this instance and not be too rigid when it does do, as you 
say, something like taking $1 million off the UNICEF program. 
It would bring about catastrophe in many places. 

Although we will very definitely want to decrease the percentage of 
the usual contribution by the United States, whoever is involved in the 
decision should be exceedingly wise and heartful and use a little deeper 
understanding of the values, Test great deprivation and tragedy result. 

Mrs. Gray. Thank you very much for that statement. 

Mrs. Boiron. Thank you for giving me the opportunity to say 
that, ‘Mrs. Gray. 

Mrs. Gray. I feel from having talked with members of the State 
Department that they say that they have recommended the per- 
centage formula reduction in this way, in response to the will of 
Congress, so I feel if the Members of Congress will ask them to be a 
little kinder and more lenient or proceed a little more gradually, it 
would be very helpful. 

Mrs. Botton. There are certain places I would like to reduce it 
but in certain others I would not. 

Thank you, Mr. Chairman. 

Acting Chairman Morean. Mr. Selden. 

Mr. Se.pen. Although I have no questions I want to thank Mrs. 
Gray for her statement and tell her we realize the importance of this 
program. 

Acting Chairman Morean. Dr. Judd. 

Mr. Jupp. Thank you, Mrs. Gray. We happen to have been 
discussing this morning 2 of my own children, 1 of them, Public Law 
480 which we were talking about a few minutes ago, and now the 
children’s fund for which the original appropriation of $50 million 
was obtained through an amendment which I had the privilege of 
offering in the House when almost everybody said that big an amount 
couldn’t be passed; but it was. 

On the other hand, I recognize that it ought to be easier to reduce 
to approximately 50 percent the United States contribution in this 
program than in almost any other field because here we are dealing 
with children, which appeals not only to us, but also and equally to 
the hearts of fathers and mothers, and taxpayers in other countries. 

There is no country I have ever been in that thinks less of its chil- 
dren or is less concerned about its children than are we about our own. 

It would seem to me that as a part of the general pattern of world 
cooperation for good causes, no organization ought to depend on 1 
country for more than 50 percent of its income after that organization 
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has been going for almost 13 years, has proved its soundness and bene- 
ficial value, and is universally praised. If, as was said earlier, we were 
adopting a country like Korea, or Turkey, which just doesn’t have 
sufficient resources, I think we might have to provide more. But I 
am not sure that we have to “adopt” the children’s fund. 

Its overall budget is relatively small—twenty-some-million dollars. 
So many countries, as you say, are members. I don’t think it is good 
for the children’s fund and for the world cooperation that is so essen- 
tial for all of us, for one country, no matter how rich it is, to be con- 
tributing indefinitely more than 50 percent of the organization’s funds. 

But having said that, I must add that your real obstacle to a larger 
share by the United States is not in this committee. Your real ob- 
stacle is in the Senate, as you perhaps know. A bipartisan move over 
there last year was successful in cutting down technical assistance to 
33% percent in 2 years, starting with the present 45 percent, which is 
a devastating thing. 

A 2% percent cut per year for the children’s fund is much less dam- 
aging. On the other hand my own mind is not made up on it. Iam 
certainly not going to do anything to cripple the children’s fund but I 
do wish the other countries would in their own long-term interests be 
willing to squeeze out a few hundred thousand dollars each, which 
would make it different. 

Mrs. Gray. It sounds much simpler, I think, than it is. 

At this point, I wonder if I might ask to have included in the record 
the statement of Mr. Pate, to the executive board that was made at 
the opening of this last session on March 3. 

He made a very strong plea for them to increase their contributions. 
He presented all of the arguments I think that you would agree with, 
that the nations should do all that they could, and I think it was prob- 
ably in response to the very effective plea that he had made that a 
number of delegates did speak up about their internal difficulties. It 
may sound very small to us to say that a country cannot increase by 
$10,000 or its equivalent, or even several hundred thousand, but it is 
a larger percentage of their total budget and of their economic re- 
sources to make that contribution. Particularly in 1 year. 

Mr. Jupp. I think that ought to be included. I have a great re- 
gard for Mr. Pate and I ask, Mr. Chairman, unanimous consent that 
this statement be included with Mrs. Gray’s remarks. 

Acting Chairman Morean. Without objections, it is so ordered. 

(The statement is as follows:) 


STATEMENT By Maurice Pate to tHE UNICEF Executive Boarp, Marca 3, 
1958 


In the report of the administration you will find, in document 356 and addendum 
6 to this paper, some pertinent information with regard to general trends in the 
development of our work. I simply wish to supplement this report by some 
observations which I have made during the past year 1957, in the course of several 
trips into the field totaling some 6 months, in which period I visited 37 countries. 
The regions visited were South and Central America, across Europe from the 
United Kingdom and Spain to the U. 8. 8. R., and then the Middle East. About 
two-thirds of the countries visited were both donor and receiving countries; the 
other third were solely donor countries. 

In all of the countries visited I observed a steadily growing realization of the 
economic as well as social benefits of the programs to which UNICEF is lending 
its encouragement. When in the field it is a source of inspiration to see how the 
policies discussed and established over the years by our UNICEF Executive Board 
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in this room have such far-reaching consequences and are so faithfully followed 
in the most remote points of the globe. 

If you could see, as I have this past year in scores of small communities how the 
UNICEF idea, so to speak, and UNICEF equipment has filtered down to tens of 
thousands of similar villages—how it has inspired the devoted nationals of the 
countries, who are carrying out the program, to get a long-overdue job done— 
what impetus for accomplishment has been given, for example, by 4,500 UNICEF 
motor-vehicles traveling 250,000 kilometers a day or 6 times the equatorial 
circumference of the earth each 24 hours—I think you might join me in being less 
impressed by our recent explorations of the stratosphere, and realize what a vast 
constructive task remains to be done on this earth before we go on from unfinished 
things here to outer space. 

Besides bringing to your attention the diligent and selfless service of tens of 
thousands of citizens in carrying out their countries’ programs, I also would like 
to mention the valuable and devoted services of some hundreds of our colleagues 
in the specialized agencies and in the United Nations whose advice and assistance 
to governments in the field renders the programs we support the more technically 
correct and efficient. 

We have known all along that our primary goal is to so utilize our modest 
resources as to assist governments in their national programs to carry out a sound 
task which achieves both humanitarian and lasting-investment results. Then, 
in order to insure a continuing and increasing measure of financial support, the 
story of UNICEF’s work needs to be more and more widely disseminated. Thanks 
to many friends all over the world who have now traveled and had the oppor- 
tunity to observe UNICEF programs at first hand, through these friends and 
their writings and reporting the education work is gradually increasing. 

If we could reach and fully convey the story to those who dispose of funds, 
both governmental and private, we should be achieving much more than our 
financial record of 1957 indicates. On turning to page 6 of paper 356 you will 
see that in 1955 our resources increased the equivalent of $24 million over 1954; 
1956 was $2.3 million better than 1955; 1957 showed an improvement of only 
$0.9 million over 1956. The possibilities and responsibilities in our hands are 
much too great to be anything but dissatisfied and alertly concerned with the 
most recent trend in fund raising. Actually with inflation and world price in- 
creases, we can Only say that intrinsically we have barely held our own in 1957. 
A year in which we do not advance at least the equivalent of 2 to 3 million dollars 
means that we have failed to achieve with our potential donors the proper assess- 
ment of the value of UNICEF work. This goal of progression can definitely be 
accomplished in 1958 and again in 1959 if all countries, either not now contributing 
or contributing too modestly, will do their proportionate part. 

On turning to page 21 of the administration’s report, I refer to the number of 
beneficiaries of UNICEF-aided programs, you will find in these figures a com- 
pelling argument for a higher degree of financial support. The record of work 
done revealed in these figures, and the targets for the work ahead, speak for 
themselves. And if you look on page 16 of the report you will have some idea 
of the physical flow of supplies involved in our operations. 

In 1957, for the second successive year, our allocations exceeded our actual 
income for the year; in 1957 the excess of allocations over revenues in the same 
year represents the equivalent of several million dollars. This was made possible 
only by some carryover from the past, when we had not gotten into fuller gear on 
long-term programs. Also, for the first time in 1957, our actual expenditures of 
over $21 million in all forms exceeded our income for the same year by several 
hundred thousand dollars, indicating an acceleration in the execution of the 
programs. 

At the time paragraph 10 (on p. 9) was written, the equivalent of $10,500,000 
were available for allocation. As of now the funds available for allocation are ap- 
proximately $12 million. This includes the carryover of funds available at Decem- 
ber 31, 1957, Government contributions so far made for 1958, other income, and 
returns of approximately $900,000 of unused program balances (E/ICEF/L.1165). 

The allocations recommended to this meeting amount to $7,400,000 as shown in 
the summary of program recommendations (E/ICEF/360). There would remain 
unallocated about $4 million at the end of the session plus any further Govern- 
ment contributions announced during this session. 

The allocations proposed in September usually amount to a higher total than 
for March, and we expect that the funds remaining unallocated after the Septem- 
ber session if there are any, will be considerably smaller than the remainder from 
this session. Actually, at our last September meeting you will recall that we were 
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able to fulfill our allocations only through certain government pledges which came 
in just prior and during the course of the meeting. 

I think the Board will be much encouraged by the new resources that are coming 
into malaria eradication from the United States. In March 1955 this Board first 
considered increased aid by the fund to enable governments to convert control 
operations to malaria eradication. The perspective of eradication from the 
continent of the Americas was opened by the regional director of WHO-PASB. 
The possibility was also there of eradication in other malarious regions of the 
world, hopefully to be undertaken in successive stages. But there was no assur- 
ance of provisions for those regions. 

Today, 3 years later, those prospects have become much more real through the 
authorization of over $23 million by the United States for malaria eradication 
for the first year of a period of increased support. The immediate effect has been 
a vast extension of eradication plans in the continent of Asia, the most populous 
of the malarious regions. In the meantime UNICEF has extended its aid to a 
number of countries in the eastern Mediterranean. 

Some of this new ICA aid will flow through international channels. WHO, 
which has been the leader of this endeavor, will have more resources for surveys, 
planning, training of personnel, and other assistance to the execution of projects. 
Amongst other things this will improve the quality of campaigns that UNICEF 
is assisting. 

I believe that these developments should increase rather than reduce the interest 
of UNICEF in this enterprise of wide malaria eradication. Moreover they will 
not bring any reduction in the allocations requested from UNICEF, because they 
concern new regions. They present exceptional level of UNICEF allocations for 
malaria, amounting to over $8 million this year, will have to continue through 
1960. Beyond that point, we have advised our colleagues of WHO and ICA not 
to count on more than the equivalent of $4 million or $5 million annually, which 
was the level envisaged by the Board 3 years ago. This is because we cannot 
foresee our resources and the other demands upon them sufficiently clearly to 
recommend any larger planning target at this time. 

Before the next September session of our Board a special report will be pre- 
sented on a survey now being made of our relations with nongovernmental 
organizations and ways in which our cooperation may become increasingly effec- 
tive. What limited measure of success in attacking a large problem UNICEF 
has thus far achieved, I see in moving around through the countries, stems from 
thousands of separate governmental and individual initiatives. What can we do 
to still further encourage and increase the numbers of these initiatives? In edu- 
cational work, in fund raising, in promoting the greeting cards, in constructing 
the village health center, or sinking the village well or in the field of nutrition, 
many forces are at work through volunteer workers and nongovernmental organi- 
zations which have still, I believe, a large potential development. Of course, the 
development of these forces must be inspired and coordinated within the countries 
themselves. At the same time we look with confidence to the 57 international 
nongovernmental organizations accredited here to our Executive Board to also 
educate and encourage their country affiliates to action at the country level. 


Mr. O'Hara. Mrs. Gray, I have stayed this long because I wished 
to hear you. Not only because of my great sympathy for the work 
you are doing, but my high admiration for the manner in which you 
are doing it. 

Mrs. Gray. Thank you very much. 

Mr. O’Hara. I wish to commend you on your splendid statement. 
I would hate to feel that a drop in the price of coffee, or in some 
country a difficulty in getting rid of the orange crop because of faulty 
grading, would result in a penalty being placed on these little children. 

I think that this program you are so ably championing offers more 
for the future of a peaceful world than all the other programs combined, 
and I would hate to feel that your recommendation in this would not 
be followed by the State Department. Certainly, there should be no 
minimizing of the aid we are giving in this very fruitful field. Thank 
you very much for the privilege of listening to you. 

Mrs. Gray. Thank you very much for your fine statement in 
support of the Children’s Fund. 
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Acting Chairman Morean. Thank you, Mrs. Gray. 
Mr. Campbell. 


STATEMENT OF WALLACE J. CAMPBELL, DIRECTOR, WASHINGTON 
OFFICE, COOPERATIVE LEAGUE OF THE JU. S. A. 


Mr. Campseti. Mr. Chairman and members of the committee, 
the Cooperative League of the USA is very pleased to have the 
opportunity to present to this committee our general approval of 
the proposed Mutual Security Act of 1958 and to give you our 
suggestions for strengthening the program and increasing its effec- 
tiveness in this day of intemuationil crisis. 

The Cooperative League, as you know, is a national federation of 
consumer, purchasing, and service cooperatives representing 13 
million families who are members of cooperative associations. While 
no organization can claim to speak for each and every member, the 
biennial congresses of the Cooperative League have restated their 
general support for a constructive program of economic cooperation 
at each meeting for the last decade. 

Furthermore, regional and national cooperative associations af- 
filiated with the league have consistently gone on record in support 
of the technical assistance programs both through the United States 
and the United Nations, and for the economic assistance and devel- 
opment programs as they have been presented to the Congress. 

We were particularly happy to participate as an organization in 
the dramatic bipartisan conference in support of the mutual-security 
program which met at the call of the President and under the chair- 
manship of Eric Johnston a few weeks ago. It was extremely 
heartening to find the leadership of both of our great parties support- 
ing this program with such enthusiasm. 

A day following the White House conference, representatives of 
more than a hundred organizations met in their Fifth National Con- 
ference on International, Economic, and Social Development as 
evidence of their continuing support of this work. 

It is readily admitted that there have been some points in adminis- 
tration and in planning and development of the foreign-aid program 
which may not have been 100 percent effective. It is true, however, 
that in its overall operation the economic-assistance program has 
strengthened the economies of the friendly nations overseas. It has 
built morale and stronger democracy within those countries. It has 
been devoted to help people to help themselves. And the results in 
many countries have been dramatic evidence of the value of this 
ea. not only to the recipient countries, but to the United States 
as well. 

The self-interest ef the United States in the program has been 
emphasized so repeatedly that we feel it does not need further elabora- 
tion. Our own self-interest is at stake. But even more we need the 
moral leadership required to be our ‘“‘brother’s keeper.” That prin- 
ciple, stated 2,000 years ago, is the fundamental basis of our mutual- 
security program. 

Moral leadership in the world brings with it very great respon- 
sibility. There is, of course, a price to pay for that leadership. It 
may be that our only return will be freedom—freedom for people in 
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the less-developed countries and freedom in the long run for ourselves 
as well. No economic price is too high to pay for that goal. 


As President Eisenhower said in his message to the Congress, 
February 19: 


More than 1 billion people live in these newly developing nations. These 
people want economic as well as political independence; they want education and 
the enriched life it will bring; they want a voice in world affairs; and they want 
urgently to have the material advances made possible by modern technology * * * 

If free institutions are to survive in these countries they must have external 
help. They must have technical assistance to train their manpower to explore 
their resources and use them productively. They must have supplementary 
capital from abroad for investment in agriculture, power, transportation, and 
industry. They must have help to tide them over economic difficulties that 
threaten their stability and cohesion. They must have increasing trade with 
availability of necessary imports and growing markets over a long term. 

We wish to stress eight specific points in connection with the pro- 
posed legislation now before you. 

I. The Cooperative League feels that the amount requested by the 
administration for the foreign aid program for this coming year is not 
excessive. The request for mutual security funds is $3.9 billion as 
compared with $42 billion for defense, and only a small part of the 
$3.9 billion is for economic aid outside of military assistance and de- 
fense support. As a matter of fact, there are points in the request 
which we feel are too modest or too small to achieve maximum effec- 
tiveness. 

The total request, however, is one which can be supported, and we 
feel is essential to our national interest. It is one which we as a Nation 
can readily afford. As a matter of fact, we cannot afford not to carr 
forward this program, particularly in the light of the challenge which 
the Soviet Union has placed before us. 

II. The Development Loan Fund, which was authorized by the 
Congress last year, is one of the most encouraging new programs in 
the foreign field. We believe that, as the years go by, a greater amount 
of our international cooperation should be in the realm of loans for 
economic development rather than outright grants. The transition 
will take some time, but we cannot make the transition effectively 
unless there are adequate funds for development loans. 

The administration proposed an initia] authorization of $500 million 
last year and $750 million each year for the next 2 years. This was 
cut back, as you know, to $300 million as an initial fund, with authori- 
zation for $650 million more. 

We supported the Development Loan Fund when it was presented 
to the Congress. We believed at the time that there was a basic need 
for the total $2 billion requested. We are disappointed that the 
administration has failed to bring this request forward again. 

We are pleased to see from Mr. Dillon’s testimony that the State 
Department still supports this original request. We feel that we 
could and should support the authorization and appropriation for the 
full $2 billion as requested by the President last year. 

We are not bound by the same type of necessity for political realism 
and rather state on the basis of principle we feel the original request 
ought to be pursued and that this would not be too large an amount. 

In connection with the Development Loan Fund, we express our 
pleasure that the ICA and now the DLF have expressed a desire to 
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encourage private enterprise as well as supporting the Government 
programs of economic development. 

We feel this is a realistic and important program. We would like 
it to be understood in this connection that cooperatives are private 
enterprise and feel that the policy of ICA and DLA should consistently 
support cooperative developments in the newly developing countries. 

The work of the Farm Credit Administration, the banks for coop- 
eratives, and Rural Electrification Administration here in this country 
in making development loans available to farm cooperatives has been 
an important factor in development of America’s system of agricul- 
ture of which we are extremely proud. 

IIT. The technical assistance program has been a fundamental and 
very constructive part of foreign policy. The Cooperative League 
has supported this program constantly since its initiation. We feel 
that the request of the administration is modest, indeed. There is 
adequate reason for well over the $142 million request for United 
States technical assistance through the International Cooperation 
Administration. 

We are sorry that they are not moving ahead faster on this front. 
The technical assistance program is a genuine long-range program 
and the training of experts takes substantial lead time. The effective- 
ness of our technical assistance program could be supported with books 
of evidence of accomplishments overseas where we helped to develop 
better methods in agriculture, medicine, and public health. Also new 
techniques in production, and assistance to public administration which 
have been worth many times the small investment we have made in 
this field. 

We are particularly proud of the work which has been done under 
this program through the American land grant colleges and universities. 
The coljeges have taken responsibility for the selection of experts and 
for planning and developing programs country by country which have 
the constant backstopping of a college or university here, whose re- 
search and other resources can be applied to the solution of a problem 
presented to it by one of its men in the field overseas. 

This has a doubly valuable feature supplementing the regular tech- 
nical assistance program. 

IV. In the light of United States policy to make a maximum use of 
the facilities of the United Nations, we are pleased to support the ad- 
ministration’s request for $20 million for use through the United 
Nations. The request this year is for roughly $15.5 million for the 
United Nations program of expanded technical assistance. In addition 
$4% million would be available for the special projects program ap- 
proved in the recent session of the United Nations General Assembly, 
in which Dr. Judd played such an important part. 

It is our considered opinion that even more should be done through 
the United Nations than the administration has requested. You will 
recall that Congressman Walter Judd proposed at the last session of 
the General Assembly that the United States would -be pleased to 
participate in a program which would devote up to $100 million for 
technical assistance and special projects. This would be an important 
step in the right direction. 

To make these objectives attainable, however, we need to eliminate 
the artificial ceiling which was put on the United States contribution 
last year. We sincerely request this committee to eliminate the 





Sebo & Wo 


Qoo0odcmUmwBmhULUhwmeOlCUSw Cth wm ore Os 


Se es & THQ Oo 


_. 


wT © DM ey 


SO eel ee 





aoe 


MUTUAL SECURITY ACT OF 1958 1013 


requirement that the United States share should be forced down to 
38 percent this coming year and 33 percent of the year following. 

We were very pleased, Dr. Judd, that you spoke out for putting a 
40 percent ceiling on this, instead of the 38 percent. 

As you know, this United Nations expanded program is one of 
voluntary contribution and does not need to follow the same pattern 
as we use in our regular contributions to the administrative program 
of the United Nations. 

I feel this is an important point. We need to play by strict rules 
of the game in carrying only our fair share in the administrative 
process where the government of the United Nations is proposed. 

In the voluntary programs, however, I think we should use, as 
Mrs. Bolton said, wisdom with mercy, in shaping the size of those 
programs to meet the need. And here I think it would be more 
fitting and much more effective if the United States would offer to 
match dollar for dollar the contributions of the rest of the world. 

Even if we were to measure our contribution on ability to pay, our 
national contribution would be somewhere between 42 and 43 percent 
of the program instead of the arbitrary 38 percent ceiling which was 
written into the legislation last year. Working through the United 
Nations on this rather small program, we are getting twice as much 
done as we can achieve through our bilateral program, as important 
as our bilateral program is. This is possible because the other nations 
are contributing more than 50 percent to the cost of the program in 
terms of dollar needs and the recipient countries are putting in local 
materials and manpower, which make their contribution very much 
greater than our own. It is extremely heartening that the contribu- 
tion of the other countries has grown year by year as the United 
Nations technical assistance program has demonstrated its effective- 
ness. We expect those additional contributions to continue and in- 
crease. We should make it a policy to match all these additional 
contributions. 

Measured in terms of per capita contributions by the respective 
countries several of the countries involved are contributing more per 
capita than we are in the United States. That is true of Denmark, 
Sweden, Canada, and 1 or 2 other countries. 

The special projects program authorized at the last session of the 
United Nations, with United States support, should eventually 
achieve a $100 million objective. We feel that the $44 million 
requested by the administration at this time is a very small step in 
the right direction and will be happy to see this increased as rapidly 
as the funds can be used on a proper matching basis. 

One aspect of the United Nations program which is very important 
is the vachaisil assistance which is being given directly by the United 
Nations to the 20 newly born democracies which have come into bein 
since World War II. Most of these new countries need technica 
assistance in public administration and operation of the mechanics of 
a which can be provided best by experts from the United 
Nations. 

It is embarrassing, sometimes, for United States experts to go 
under a United States flag to tell a country how to run its business, 
but the same United States expert going as a representative of the 
United Nations can go in well accepted to give them the same type of 
advice. 
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V. A point at which there has been great confusion, misunderstand- 
ing, and misdirection has been on the subject of the proposed Special 
United Nations Fund for Economic Development. Perhaps the 
nickname of that fund has been its greatest albatross. For some 
reason or other, SUNFED has been picked upon for treatment with 
scorn. 

Actually, the Special United Nations Fund is parallel in every 
respect with the United Nations program of special assistance. It 
would apply the same formulas of voluntary contribution and support 
which are used in the technical assistance field, applying them to 
development overseas. United States contribution of something less 
than 50 percent to SUNFED would bring us double the results dollar 
for dollar that we would get from the same amount of investment in 
development funds used bilaterally because other participating coun- 
tries would more than match our contribution. 

The starting funds for SUNFED, as most recently described at the 
United Nations, would call for a United States contribution of about 
$80 million, which, as we say, is only a small fraction of the amount 
requested by the administration for development funds in our own 
bilateral program. Compared with the $650 million or the $2 billion 
request, the $80 million would be comparatively small and we feel 
would be an important experiment in multilateral work in this field. 

The SUNFED proposal has the enthusiastic support of almost 
every country in the United Nations except the United States, Great 
Britain, the Soviet Union, and the satellite countries. 

For reasons which are obvious to you the Soviet Union is not eager 
to have development programs carried forward by the United Nations. 
The U.S.S. R. puts a prominent price tag on everything it does. It 
wants to get full credit for all the economic development funds it 
spends in the ‘‘cold” or “lukewarm” war. In sharp contrast, the 
United States has every reason to move forward in taking the leader- 
ship in a U. N. development program. 

Nothing would give greater evidence of our own intense belief in 
the principles back of the United Nations than to use a small part of 
our resources for development through this United Nations channel. 
For those who are concerned about possible control by the borrowers, 
we might consider using the same administrative machinery in 
SUNFED that we use in the World Bank. 

I think this would give us safeguards against a danger which has 
been pointed to over and over again. I hope, Dr. Judd, you will give 
that some consideration as a possibility to making something work- 
able out of a process that might not work otherwise. 

Mr. Jupp. I have. I have been over it for years. 

Mr. CampBeE.t. In addition there are a few miscellaneous items 
which are important. 

VI. The Cooperative League is happy to support the administra- 
tion’s request for $11 million for the United Nations Children’s Fund. 
a has consistently performed humanitarian service of great 
value. 

Mrs. Gray has stated that program very eloquently and we are 
happy to join in her statement. 

VII. The Cooperative League is in favor of extension of Public 
Law 480 with some modifications. 
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I would like to point out that the use of Public Law 480 commodities 
through our volunteer agencies, in a much larger degree than are used 
now, could be controlled all the way down to the point of consumption. 
This is where our greatest problem is, that Public Law 480 commodities 
are now being actually dumped. I am, in a volunteer capacity, a vice 

resident of CARE. We leans distributed many, many rnillloais of 

ollars worth of these commodities under that program. We have 
United States personnel in each country who see that the hospital or 
the children’s home or the old people’s home or the other institutions 
which get these commodities or schools which use them in their school- 
lunch program, actually use them for the purpose intended. 

The commodities go to people who couldn’t possibly buy them. 
They do not interfere with the market either of our own ucers or 
of a friendly nation. CARE is operating in quite a number of coun- 
tries. It could conceivably expand quite substantially, and it is but 
one of the many volunteer organizations in this field. I wish there 
would be an expansion of the use of these volunteer agencies in that 
field. We would like to see some of the funds accumulated under 
Public Law 480 used for technical assistance and self-help by the 
voluntary agencies as well. 

VIII. Finally, we have been very much intrigued by the new pro- 
posal presented by Senator Mike Monroney to supplement the work 
of the World Bank. 

Senator Monroney talked to several representatives of national 
organizations yesterday and spent about 2 hours and a half answering 
questions. There may be some weaknesses in his proposal but there 
are certain elements in it that need consideration. 

We wonder whether it wouldn’t be a good idea for this committee 
to have joint hearings with the Banking and Currency Committee, 
on the subject rather than have Banking and Currency consider it all 
by itself. That is the way it is being handled in the Senate and 
althoueh the Banking and Currency Committee in the Senate is a 
very fine committee its members are not necessarily concerned with 
some of these broader problems. I wonder if there is a bill on that 
subject presented in the House, whether it might be a good idea for 
this committee to set up a subcommittee to meet with a subcommittee 
of Banking and Currency to consider it. 

Acting Chairman Morean. Thank you, Mr. Campbell. 

Mr. Campse.y. Thank you for your attention. 

Acting Chairman Morgan. The situation in the House is some- 
what different than on the other side of the Capitol. Perhaps you 
could influence the chairman of the Banking and Currency Committee 
to issue the invitation. 

Mr. CAMPBELL. We would be glad to try. 

Acting Chairman Morean. Mrs. Bolton 

Mrs. Bourton. Mr. Chairman. 

You have taken the words out of my mouth which I tried to take 
out of yours. 

We have tried to have joint meetings, Mr. Campbell, but we don’t 
seem to accomplish it. I very much appreciate your reports. 

Mr. CampBELL. I recall the hearings on Public Law 480 before it 
became Public Law 480, in here, and we did testify at that time for 
both CARE and the Cooperative League. 
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Acting Chairman Morean. Mr. O’Hara 

Mr. O’Hara. Thank you, Mr. Chairman. 

I appreciate your statement very much Mr. Campbell, but I might 
say I am one of the graduates of the Banking and Currency Com- 
mittee. Several of us on this committee, as you know, are Banking 
and Currency alumni. 

Mr. CAMPBELL. I have appeared before your subcommittee on 
Banking and Currency and appreciate the interest you had in several 
of our programs there. 

Mr. O’Hara. We were very much interested in your programs. 

Acting Chairman Morean. Dr. Judd. 

Mr. Jupp. Mr. Campbell, I appreciate having your statement. I 
want to make 1 or 2 comments. First, the additional $4% million 
requested by the administration at this time for this new special 
projects fund does not mean lack of sympathy for it, at all. Looking 
at it realistically, it can’t get started before January 1 at best so it 
would require only half of a fiscal year’s money. 

That makes an estimate of $9 million as the American contribution 
for a whole year. It estimates they might be able to get $25 million 
all together and our share would be a little more than a third, 38 per- 
cent under the present law though we hope we can get that changed. 

The administration is for this proposal, but it didn’t want to ask 
for more money than it could see any possibility of being used this 
first year. 

Second, on SUNFED, I don’t think it is quite accurate to say that 
all these countries except the United States, Great Britain, the Soviet 
Union, and the satellite countries support it. 

Canada opposes it, and practically all the countries who would make 
a substantial contribution, except the Netherlands, oppose it now. 
France was originally a supporter, but it shifted, and also Denmark 
to a lesser extent. 

There are only about 15 or 20 countries that would make any sub- 
stantial contribution, whereas there are sixty-some countries that 
would hope to receive substantial amounts. When we canvassed the 
whole situation, practically all of the contributing countries except the 
Netherlands and Denmark, felt that it was unwise to push SUNFED 
at this time. 


On the other hand, when the Soviet Union saw that these contrib- 
uting countries were shifting against it, then Russia came out in favor 
of it—knowing it wouldn’t come into being. They could safely say, 
‘‘We are for the undeveloped peoples, but those evil capitalist coun- 
tries won’t shell out their billions to help.” 

Mr. Campse.u. That is par for the course. 

Mr. Jupp. So your statement is not quite up to date. The Soviet 
Union and the satellites, after they found SUNFED wouldn’t happen, 
promptly began to plug for it. 

Mr. Campse.u. I am happy to be corrected on that. 

Mr. Jupp. I have no comments except those very minor observa- 
tions. 


m 
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Acting Chairman Morgan. Thank you, Mr. Campbell. Mr. Salem 
Bader. 


STATEMENT OF SALEM BADER, PRESIDENT, UNITED STATES 
ARAB-ASIAN INSTITUTE, INC. 


Mr. Baper. Mr. Chairman, and honorable members of this 
committee 

Acting Chairman Morgan. Do you want to insert your statement 
first, sir? 

Mr. Baver. I know the hour is peculiar and everybody is hungry. 
I had hoped—Mr. Morgan here looks quite hungry—I had hoped to 
have more members of the committee listen to me because I felt I 
had some important points to bring out with regard to the Middle 
Hast and my favorite subject, the Arab world. 

However, I am going to say that I am very grateful to have at least 
Dr. Judd, who is one of my special, special favorite Congressmen— 
and I know how deeply he feels for the Arab world—and also Mrs. 
Bolton whom we all admire very much. 

Mr. Jupp. She was working for it long before I was. That has 
been her committee responsibility. 

Acting Chairman More@an. Without objection, your entire state- 
ment will be inserted in the record. 

(The statement of Mr. Bader is as follows:) 





STATEMENT OF SALEM BapeER, PRESIDENT OF UNITED States ARAB-ASIAN 
INSTITUTE 


Ladies and gentlemen of this committee; for any lone American to stand before 
this committee or similar ones and oppose this gigantic project called foreign aid 
would be considered supercilious and daring. In spite of the glaring facts and 
figures that can be presented proving the incredible failures, mismanagements, 
poor and incompetent implementation, colossal wastes and lack of logie and 
common reason as well as deception surrounding this stupendous balloon which 
has been floating in the political and economic structure of these United States 
the past 12 years. 

The question here is not that this administration is again asking close to $4 
billion for this so-called foreign-aid program; but whether many Americans have 
become so shock proof that astronomical figures—running into billions of dollars 
have ceased to move them. It is also doubtful whether individual members of 
this committee fully realize their sense of responsibility when such unbelievable 
sums of money are being asked of them to dispense year after year. 

When this speaker lived in Hollywood some years ago we were quite accustomed 
to the Hollywood ‘theatrical ballyhoo of a Hollywood premiere launching a new 
motion-picture production. Usually it was an accepted fact that the producer 
had foolishly spent a lot of money on the picture and being doubtful of the box- 
office returns, put on a big show with noise, to sell that particular motion picture 
to the public, sight unseen of course. Recently to the amazement of all right 
thinking Americans we saw a top leading motion-picture producer, namely, Mr. 
Erie Johnston, being commissioned by the President of the United States to put 
on a big program, paid for by the leading industrialists and multimillionaires of 
this country, securing the top political names of both parties to stand before tele- 
vision audiences and attempt to sell this foreign aid program to the American 
public, Hollywood fashion. However, in this case the product for sale was not 
unknown,—but to the contrary it has been paraded before the American public, 
these many years much to the distress of the American pocket-book and income 
frustration, disillusionment, and bankruptcy—the show in question has been bat. 
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Gazing incredulously, many of us witnessed top national, political opponents, 
some of whom were not even on speaking terms, appear on the same platform 
plugging for this fabulous production, namely, foreign aid—meaning the further 
giving away of $4 billion of an embattled, hard-working people. Is it possible 
that with our Tower of Babel of many tongues and disagreements, our highest 
level politicians seem to agree on this one item, namely, the incredible fabulous 
spending of the American people’s money. The pertinent question here arises 
in the minds of those who still have retained their equilibrium—who in reality is 
the true conceiver of such a fabulous program that is able to bring leaders of op- 
posing parties into the same line of action? 

The past year we have been deluged with alarming and fearful events such as 
the Russian sputniks and followed by the freightening trumpeting of politicians, 
columnists, and other leading citizens of the sudden, mighty, and all-consuming 
power of the Russians, and their ability to destroy us over-night. Then came 
the Gaither report warning us of what dire consequences we were about to face; 
but when many of us wanted to know what the so-called report really said, the 
clamp of ‘‘verboten” (meaning forbidden) was Pre nee upon it. Then followed 
the Rockefeller group report. When this was displayed before our eyes it was 
found to be a collection of generalities not as good as many humble Americans 
and organizations like us have been maring for the past 5 or 6 years. Now, why 
all this colossal flood of freightening noise 

If the Russians are so powerful, and we are so defenseless, then you and I need 
not bother about foreign aid/or domestic aid because the Russians will never give 
us a chance to spend these astronomical sums of money. If the Gaither and 
Rockefeller reports are correct, then we might as well all take to the mountains 
for cover. Does it follow then that all this paralyzing noise is exaggerated 
eS angers intended to brainwash us into submitting willingly to permit further 

illions of our dollars to be given away? 

aoe year this speaker appeared before this committee and took the following 
stand: 

(1) We opposed the Eisenhower doctrine as insufficient, unnecessary, and 
meaningless and a mischiefmaker in the Middle East. In spite of that, at the 
request of Ambassador James Richards, a gentleman whom we admired very 
much for his sincerity, our institute gave all assistance possible to make Mr. 
Richard’s trip to the Middle East a success. We arranged a gathering where 
Mr. Richards met with the various Arab ambassadors and their staffs, to give Mr. 
Richards a clear briefing of the possible reaction of Arab leaders. 

When certain Arab governments questioned the background of his Staff we 
reported on them and cleared them. When certain Arab governments were 
reluctant about inviting Ambassador Richards to their countries, we helped 
influence an invitation for him; but acting under instructions from the State 
Department, Mr. Richards declined to accept. Our institute did this in spite 
of our opposition to the Eisenhower Doctrine, merely to prove that we are willing 
to cooperate with our Government, even when we feel certain the policy is wrong. 
I doubt if there are many today that would disagree with our stand on the 
Eisenhower doctrine. 

(2) The speaker opposed foreign aid as an incredible waste and especially 
attacked the qualifications of the personnel administering and implementing it. 
The effect was that the foreign-aid program last year was cut about $1 billion. 

(3) The speaker attacked the costs of the United States Information Agency, the 
mediocre qualifications of its personnel, and the poor results accruing therefrom. 
In answer to this the appropriations for the Voice of America were cut close to 
$50 million and the head man of the parade was replaced along with a reshuffling 
of the heads of various departments. 

(4) The speaker strenuously opposed foreign aid as such, and showed its many 
harmful aspects here and abroad, and highly recommended foreign loans, based 
on long period loans at low interest rates. In answer to this, I am glad to see 
that a fund of $500 million has been appropriated for foreign loans, and many of 
our leading politicians as well as Senators, Congressmen, and bankers are talking 
about foreign loans. 

Perhaps if we keep hammering and attempting to eliminate these hysterical 
costly measures we will finally be able to dispose of them, and come back to being 
normal, logical, self-respecting—and respected by other human beings. If you 
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gentlemen spoke to as many foreign diplomats, foreign ministers, and foreign 
nationals as I do, you would discover that we enjoy very little respect in the world 
in spite of the billions and billions of dollars we have expended. This indeed is 
ine oe paradox,which of course can be explained by those who wish to face 
the facts. 

Now, we come back to this present demand of another $4 billion at this stage 
of the game, and in the face of all that has happened the last year. What is the 
truth behind this colossal screen called foreign aid? 

(a) It was supposed to stop the expansion of socialism and communism in the 
world. Today we find the Russian brand of so-called communism at its highest 
peak of expansion materially, economically, and psychologically. It is apparent 
foreign aid did not stop communism; but the facts show that it has been support- 
ing and perpetuating Communist and Socialist states as follows: 


p to June 30, 1957, foreign grants and credits have been extended to the 
following nations: 


Yugoslavia (Communist dictatorship) .............-...-.---- $802, 000, 000 
Czechoslovakia (Communist dictatorship) -..............----- 191, 000, 000 
Poland (Communist dictatorship) -_...............----.------ 418, 000, 000 

East Germany (another $90,000,000 recently) (Communist dic- 
nbn | ini ewisiipbioddcsencs es ec cebu 17, 000, 000 
Hungary (Communist dictatorship) ...................--.-.- 11, 540, 000 
Russia (Communist dictatorship) ...................-.------ 426, 000, 000 
TOS: te tads Sheed cumntni cis Motes. ike 1, 865, 540, 000 

American grants and credits to Socialist countries: 

Aula: Gate) « . icdtincn ci cken cad te een eels $1, 018, 000, 000 
Denman (GCMIN sos oii) os tees hai Seep ke 281, 000, 000 
Withee Dees s, Sasa tam Sd oedee wkend Jens 70, 000, 000 
Doel GRR ihbiiiis wit wedh its de dcitile Haina SE 2, 827, 000, 000 
Nein TON 3s nick ec sec Zccustniee 291, 000, 000 
Dieser (GMO scar sitciwucct sidsten eed 213, 000, 000 
Spain (CHUN) ao so cc nwdebecukabenesnadeunctas LE 
Swuihen Glotiees a ati cide end wuiimacalateeneeuGs 106, 000, 000 
Wathe c. cance inewesiecb ines ne eae 4, 806, 000, 000 


The above figures do not include over $6 billion to France which is a “‘Socialist- 
Communist, and/or everything else government,” and close to $7 billion to 
England, also a Socialist government although at the moment run bv so-called 
conservative politicians. 

Now, gentlemen, I ask your how can we honestly say that foreign aid is stopping 
communism or socialism? The foregoin figures do not include military grants 
and credits for pact nations such as NATO and SEATO and the Bagdad Pact. 

It would be too shocking to name the figures in detail. 

(b) Is foreign aid really intended to aid foreign governments, and foreign people? 
Of the amount being requested from Congress this year, almost half of it is for 
military orders to be placed with American industrial firms and manufacturers 
to produce arms and ammunition, missiles, etc., for giveaway purposes all over the 
earth, and in many cases to governments which lack the technicians and the 
knowledge to use such advanced inventions. 

In other cases, we are giving these arms and ammunitions, etc., to other coun- 
tries that are selling their stock on hand to the surplus market. All this is aside 
from the hundreds of millions of orders of aan goods to be given away 
and to be manufactured by American companies. The story is long; but the 
answer is short: The foreign-aid program is really an American-aid program 
keeping up the war machine and war ues and keeping our arms and in- 
dustrial manufacturers in business. Heaven help us when our world balloon 
collapses. 

(o Has the foreign-aid program been equitably administered, or has it been an 
an object of favoritism and pressure groups? here is no space here to cover 
the globe proving this discrepancy, but since our institute is dedicated to preserve 
the Middle East and especially the Arab world for the American sphere of influence 
and we mean by that a neutral sovereign, friendly arab nations, let us examine how 
American foreign grants and credits have been extended to the Arab nations as 
against Israel, a so-called nation covering 8,000 square miles. 
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Up to June 30, 1957, the following nations have received net grants and credits 
as follows: 


Megpbidsis At cocks. tewiadve od. et eases J Gute $71, 666, 000 
MI as bin clench nd ah nstts wh = hen bd him SOS SK ceeding Eee Reece 11, 638, 000 
PONGOe i ite es i Laid ico ee Dutereebde A es 37, 928, 000 
ipbanem:.....22ci<ce odiseapueed sou ceu kiln eeebieeb sey 21, 996, 000 
Rew) APAMG... 5c. ..--< dt Wake, blip ee eek ak 24, 041, 000 
Grit. sees case bo4.cedlcue deg wi - Geek beecauae 1, 130, 000 

Motel... ces sudiuccase kee wilnewa be ccs 168, 399, 000 


However, up to June 30, 1957, Israel received $432 million in grants and 
credits. Here we have six countries controlling the most strategic geographical 
position which we must have on our side—countries controlling resources without 
which the western economies would go bankrupt—with Russia forging ahead 
into critical position in that part of the world, and we find that our foreign-aid 
a has given 40 million Arabs or more, $168,399,000, while at the same time 

srael with a population of 1,800,000 has received nearly 3 times the amount 
during the same period, i. e., $432 million. 

This aid, aside from the hundreds of millions of dollars American Jews are 
energetically bleeding from the United States to pour into Israel. The most 
astounding feature is, that these hundreds of millions of dollars raised by these 
American Jews are tax exempt. 

This means that all Americans, whether they like it or not, are indirect} 
contributing to the preservation of a so-called nation created through high 
pressure and other devious means too ugly to mention. 

This is a glaring example of the monstrous lack of equity of our foreign-aid 
program which gives 40 million Arabs, whom we need desperately, one-third of 
the amount that we give to less than 2 million Jews whom we do not need but 
will continue to be a millstone around our necks, and if Israel’s arrogant demands 
are continually yielded to will probably bring about world war III. Gentlemen, 
can you explain why? 

If there were no flagrant favoritism displayed by the United States between 
these two peoples and the tables were turned, and the benefit of the best American 
interests were to be taken into consideration, foreign aid would give the Arabs, 
per capita, $8,640 million; while Israel, per capita, would receive something like 
$740,000 rather than $432 million. 

5. Has the foreign-aid program been used as a political and economic pressure 
device? The story is long. 

Here let us consider the treatment of one man and his political program; the 
popularity he enjoys among tens of millions of his people; a man who has asked 
us for very little. Had we treated him with even a minimum of friendliness and 
cooperation, the Middle East would not be jeopardized, nor would we be facing 
the probable disastrous consequences, unless of course, our top policymakers 
make a reversal of their previous stand. 

The man is President Gamal Abdel Nasser. Let me give a quick review of the 
activities of this man since he came to power: 

1. With a group of patriotic and courageous officers, he engineered a coup that 
drove out a corrupt and degenerate king and his political and financial henchmen 
who were keeping 23 million Egyptians on the level of serfdom. 

2. Struggling under pressure and strain, this group of young men did an in- 
credible job of getting their country together in a progressive order. With 
economic strain facing them, they offered us their cotton in return for arms; but 
our State Department refused them. 

3. Faced with a threat of military invasion by Israel and hostile West, President 
Nasser asked us for arms in exchange for cotton, which was refused; then in a 
more generous mood we asked him for spot cash. At the same time we were 
pouring millions of dollars of military aid into Communist Yugoslavia, and other 
countries. 

4. When in desperation he turned to Czechoslovakia who was willing to buy 
his cotton and give him the necessary military equipment he needed on a com- 
mercial basis, we began to heap upon him the wrath of Heaven and hell. Of 
course we forgot that our beloved Israel had bought arms from Czechoslavia and 
would continue to do so if given the chance. 

5. To raise the agricultural economy of his country and desiring to build the 
Aswan Dam which would give Egypt 6 million producing acres, we agreed to 
help him with the paltry sum of $56 million to get the dam started; then suddenly, 





Swe cr 


_—h i 





MUTUAL SECURITY ACT OF 1958 1021 


Mr. Dulles, for no apparent reason, withdrew his offer of help and induced 
England and the World Bank to do likewise and slapped President Nasser down 
with insulting statements, undermining his position. 

To save his political standing, President Nasser nationalized the Suez Canal 
Co., a foreign investment company which had been profiteering from canal 
revenues for decades, and which should have been nationalized in the interest of 
the Middle East and for the world at large. 

Instead of reasoning and making a deal with President Nasser the Western 
Powers rose in unspeakable and threatening manner against him. President 
Nasser was called every name under the sun that was not good. In spite of his 
promise to compensate all stockholders equitably, and as if we were ordained 
guardians of the British, French, and Israel, and trustees of the stockholders of 
the Suex Canal Company, Mr. Dulles froze $40 million of Egyptian funds in the 
United States, not mentioning what England did with Egyptian funds under 
her control. 

6th. With medieval brutal colonial fashion, a combined British-French-Israel 
conspiracy launched an all-out attack on Egyptian territory, releasing a savage 
and bloody bombing of Egyptian women and children, the sick and the halt, the 
old and the helpless, hospitals and schools without exception or mercy. 

7th. Miraculously emerging from this unbelievable holocaust the man, Presi- 
dent Nasser, and his regime proceeded against all odds to put Egypt in order and 
back into a working condition, meanwhile attempting to consolidate the position 
of the Arab world against the encroaching and powerful influence of the Russian 
advance as against the hostile West. 

President Nasser did all this, keeping a sense of balance and his equilibrium, 
outlawing communism, putting Communists in jail, and forging ahead with great 
handicaps; but it brought no gesture of chance in the relentless attitude of our 
State Department. 

8th. Our Government’s one redeeming point was to stand against the monstrous 
invasion of Egypt which we had to do or envisage world war III. No material 
help was forthcoming to this embattled man and his country from our billions of 
dollars we squander all over the face of the earth. Why did our State Department 
forbid CARE, a charitable international organization, to deliver any food packages 
to hungry little Egyptian children? 

Consistently our State Department has continued to underhandedly and 
deliberately refuse any export of American merchandise to Egypt, even as such 
parts for automobiles and military motor vehicles. When an Egyptian delegation 
recently came to this country to pay cash for medical supplies, our Government 
forbade the transaction. 

Now, gentlemen, this is just a partial and quick review of the experience of 
this one man, President Gamal Abdel Nasser, and the deliberate and willful 
hostility, economic pressure, and the studied alienation of an Arab leader who 
has wanted to be our friend and do business with us on a respectable, equal 
business basis. 

Can anyone in this room or elsewhere explain reasonably why the United 
States, the self-proclaimed dispenser of justice, fairness, morality, and humani- 
tarianism should deliberately throw every obstacle to obstruct every avenue that 
would bring this accepted leader who is evidently honest, sincere, progressive, 
and has dedicated his life to raise the standards of his people and bring them back 
as a@ sovereign self-respecting part of the world? 

Gentlemen, this man is not our enemy. This man is our friend. Is it possible 
that he is showing us up by doing too much with too little on hand; wherein we 
are apparently doing too little with too, too much on hand? 

If the American Government and people wish to preserve the Middle East and 
the Arab World in this final stage of the drama, let them not be misled by exag- 
gerated propaganda produced by minority groups with an ulterior motive pointing 
to the differences and feuds among Arab leaders in the various Arab countries. 
Don’t interfere, and think not that any benefit can come to the United States by 
any of our busybodies or Government officials interfering or attempting to 
intensify these feuds and differences. I was born and grew up among these people, 
and I know them. My solemn advice is to leave them alone. 

If anything, work hard to unite them. Divide them, and it will be the United 
States that will suffer while our dangerous rival, Russia, will be the victor. 

It was my intention to show what the foreign aid program has done to demoral- 
ize the spirit and incentive of American individual enterprise and American 
investment abroad. This is the basic function our institute has been undertaking 
to promote in the Middle East, and our experiences in that direction would be 
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startling to you. There is no time here to go into that. Perhaps the question 
period might bring it up. 

Finally, the recent bombing of a humble Tunisian village by French forces 
using American planes to butcher women and children in their homes, schools, 
and the market place accentuates the promiscous, irresponsible, and complete 
abandon or lack of control of how, and where, our arms and war material have 
been strewn all over the world. 


We will have to stop arms going to so-called NATO to be diverted for brutal 
attack on innocent individual people in Tunisia, Algeria, or anywhere else. While 
these incidents are overlooked and our Mr. Douglas Dillon warns the French that 
this must not happen again, such incidents make more enemies for us and under- 


mine any position we may still retain in any part of the world, particularly 
Africa and Asia. 


In closing, let me remind you, we may have to face a billion and a half people 
one day, and this may not be in the far distant future. 

Mr. Baper. I want to say this, that it is silly for me or any Ameri- 
can to appear before this committee, and oppose the foreign aid pro- 
cram. Sometimes our organization may oppose certain things like 
last year if you will remember, we opposed the Eisenhower doctrine, 
but that doesn’t mean that our organization, when Mr. James Richards 
called on me for help and assistance, I gave him all the help I could, 
not only in Washington, by having him meet various Arab ambassa- 
dors, and getting a briefing from them, which he found very helpful, 
but I also followed him over there, when certain Arab governments 
objected to certain things or certain members of his staff. 

We cleared them, and influenced certain invitations for him, and 
I want to make it clear, here, that sometimes many people here on the 
Hill are inclined to think I am just an oppositionist. 

I am not an oppositionist. Now, this foreign aid program—my 
only criticism, having been close to it and having always been in a 
position to talk to foreign diplomats, ambassadors and visiting minis- 
ters and foreign nationals, my criticism is that our aid is not reaching 
the people. It is not accomplishing what it is supposed to accomplish. 

I find that much criticism comes from foreigners about the qualifica- 
tions of the personnel who are selected by our Government to imple- 
ment and administer the foreign aid program, the ICA program, or 
many other programs spending millions of our dollars. 

And sometimes for a man like me who has for years labored to 
keep the Middle East, shall I say, safe within the American orbit 
of influence, that within a few years—only 2 or 3—I see the Russians 
have made such terrific headway, such drastic advances that some- 
times I wonder why we seem always to be lagging behind in spite 
of the immense amount we spend and the oaeueee and technical 
skill we have while these other fellows spend about 2 percent or 5 
percent of what we do, or atte. »t to do, and they run ahead of us 
so drastically. 

Now, there must be something wrong, somewhere, and that is why 
I keep harping about the quality of the people we select to imple- 
ment these programs. 

There are many American citizens who are foreign born in this 
country who come from various parts of the world and have a good 
knowledge of those people, how they feel, what they want, how to 
reach them, how to approach them and I find many of them being 
completely ignored. 

To reach the Arab world, in many cases we select a very capable 
young man from say, Omaha, Nebr., or somewhere, but all he knows 
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about the Arab world is what he possibly may have read in the 
Arabian Nights books as a child. 

Now, the time has come in these critical days—and there is not 
time to lose, ladies and gentlemen, when we must do a better job in 
reaching the people. We cannot go to the nomadic Arab woman 
who needs some gingham to make a dress and try to show her a 
washing machine. She must have the dress first before she can use 
the washing machine. Now, that seems like a silly example, but 
some of our deeds are just as ridiculous. 

I was surprised and pleased to hear Mr. Biemiller, who seems to 
represent labor leadership, emphasize the point that the foreign aid 
program is really much more beneficial and in reality meant to help 
American industry and American production. 

This is a statement I have pointed out to many Americans who 
come to my office and want contracts in the Middle East or elsewhere, 
or who want to invest in various parts of the Middle East and Asia, 
and who have complained terribly about Government spending in 
various parts of the world. And even the rank-and-file people who 
complain about these giveaway programs, I have pointed out to them 
that 80 percent and I was surprised the percentage was that large, 
for even I had not realized that 80 percent or more was being spent in 
the United States to keep American industry going. But the thought 
comes to me, and I am glad to see all of you members push the idea 
and see that the American people realize this, that all these moneys 
are keeping our machine going. However, a little thought that keeps 
coming to my mind is the expenditures for keeping the machine going. 
How long can we keep it going on that basis through Government 
spending? 

I happen to be a man who likes, boosts, and favors the idea of 
individual enterprise. I would like to see individual enterprise take 
more action and forge ahead in foreign fields, and I find many heads 
of corporations who come to see me are either frightened to go abroad 
or in many cases complain that these huge expenditures by our 
Government are stopping them, that it is an obstruction in their way, 
and many times that they have to compete with our Government 
that can afford to lose money. 

Now, the purpose of our institute is to promote American invest- 
ment, American work and American industry in the Middle East and 
elsewhere, but in many cases we find that American manufacturers 
and investors are very reluctant to go abroad. 

Now, to get to another point. The thought comes to me, with all 
the fearful propaganda we have had in the last few months about the 
Russian sputniks, and in many cases there was so much noise made 
about the military might of the Soviet Union, and we heard many 
ac just tell us that we were about as helpless as can be and could 

e wiped out at any moment. 

And I cannot help but think, if we are in such a defenseless position 
and the Russians are so far advanced, what good is all this foreign 
aid program? What good is all this arms aid program we are shipping 
by the hundreds of millions of dollars all over the world and in many 
cases, very promiscuously. 

Now, does this mean that all this flood of propaganda about Russian 
might is mostly propaganda and used as a sort of a weapon to get us 
to submit to more spending by our Government, or are the Russians 
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so mighty? If they are that mighty, I think it is very evident that 
we won’t have time to spend all these billions we send abroad very 
sensibly, anyway, and if they are so mighty, and we can be wiped out 
so quickly, I think we had better all take for the mountains, here. — 

Now, another thing I object to with regard to Government spending 
is that it is helping too many Communist and Socialist nations. 

Ours is a nation that makes a lot of noise about being anti- 
Communist, and anti-Socialist, but when the figures are given—and 
I have them in my statement—we show that more than half a dozen 
out and out Communist nations are being given hundreds of millions 
of dollars worth of arms, and other materials in aid, and maybe 10 
or more Socialist countries are being given glmost similar amounts. 

Now, we either have to decide whether we are really fighting Com- 
munists and are really opposed to it, or whether we are really just 
fighting Russian power and the Russian brand of communism. 

I say we are fighting the Russian power, today, whether it is 
military or economic expansion or whatever you wish to call it. 

Another point I want to bring out which is very pertinent and is a 
pet subject of mine is that the foreign aid program is not being 
equitably distributed. 

Now, I can state one item after another to emphasize this point; but 
I want to just concentrate on this item because it happens to be my 
favorite subject and that is: the foreign aid in the Arab world versus 
Israel.” 

Now, we have here, six Arab countries: Egypt, Iraq—that is on 
page 7—Egypt, Iraq, Jordan, Lebanon, Saudi Arabia, and Syria— 
that is up to June 30, 1957, had received in foreign aid grants, and 
credits and so forth, $168,399,000. 

Now, up to the same date of June 30, 1957, we find little Israel, a 
so-called nation of less than 2 million population, receiving $432 
million in grants and credits. 

Now, we all claim in the last 2 or 3 years that the Middle East or 
the Arab world is very, very important to our political and economic 
standards or standing in the world but we seem to do very little about 
keeping the people and the governments in that part of the world as 
our friends. And here we find a situation where 40 million Arabs whom 
we need desperately, because we proved not long ago, when in the 
Suez Canal incident and other upheavals, that without the Middle 
East, the European economy would go bankrupt and it would have 
serious repercussions on the economic standing of this country. 

Now, if we need these people why are we so niggardly about helping 
them more. When we find that 1,800,000 Jews, whom we don’t need, 
heaven knows, and who will continue to be a millstone around our 
necks, and if they keep on with their arrogant demands may bring 
about World War III, why should they get so much money? About 
3 times more than 40 million Arabs get? 

Now, another very, very serious point here is that little Israel has 
millions of energetic American Jews who are raising hundreds of mil- 
lions of dollars in this Nation—and I could say bleeding this Nation 
to raise these hundreds of millions of dollars—to pour into little Israel. 
The United Jewish Appeal thinks nothing of raising $100 million or 
$300 million, and it is raised. Now, why must Israel get three times 
more than the Arabs get—and I show you the discrepancy in popula- 
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tion—and then be recipient to hundreds of millions of dollars that 
these American Jews keep pouring into them? 

Now, that is what I mean by a very serious lack of equity in our 
foreign-aid program. 

Looking at it from another way—and I can clearly show that we 
need the Arabs more than the Jews—one would think that for our best 
American interests we would be a little more generous, certainly much 
more generous and much more considerate to the Arab world, instead 
of, as I say, to 2 million Jews whom we don’t need at all. 

Another point I went to bring out is that in many cases the foreign- 
aid program, even if it is denied by members of our State Department, 
and other officials, it is being used as a medium of economic pressure, 
and sometimes this economic pressure is used in very bad and un- 
favorable ways. 

Of course, I can mention several incidents where this is done, but I 
am going to be bold enough at this time to concentrate on what our 
Government is doing to one man, his regime and his program in the 
misuse of the foreign-aid program, or shall I say complete elimination 
of any foreign aid to those countries and the use of economic pressure 
against that country and its leader. 

I want to give a quick review, here, and bring out the background 
of this man, his accomplishments, and I wish to ask, after I get 
through, why do we keep putting every obstruction before this man 
and his program? 

You might be surprised but I am going to dare to champion the 
cause of President Gamal Abdel Nasser. 

Now, to go through this quickly we find that: No. 1. This man, 
with a group of his officers, engineered a coup, and was successful in 
removing a corrupt king and his regime who were bleeding the 
Egyptian people and keeping them on a level of serfdom. 

No. 2. Struggling under pressure and strain this group of young 
men did an incredible job of getting their country together in a 
progressive order. 

With economic strains facing them, they offered us their cotton. 
They didn’t ask us for anything, but offered us cotton in return for 
arms, which they needed. We refused them. 

No. 3. Faced with the threat of military invasion by Israel, and 
perhaps England, and France, President Nasser in exchange for cotton, 
asked us for arms, which we refused; we turned around and asked him 
for cash in payment for arms while at the same time we poured hun- 
dreds of millions of arms and ammunition to Communist nations such 
as Yugoslavia. 

When in desperation he turned to Czechoslovakia who was willing 
to buy his cotton and give him the necessary military equipment he 
needed, and he made the deal with them on a commercial basis, we 
began to heap upon him the wrath of heaven and hell. 

Of course, we all forgot that Israel had bought arms from Czecho- 
slovakia and would continue to do so if she had a chance. 

To raise the agriculture and economy of his country, he wished to 
build the Aswan Dam, which would have given him 6 million acres 
which he needed for agricultural purposes to feed his people. 

We first promised to give him a small amount of $56 million to 
help him build the Aswan Dam, small in comparison to the billions 
we spend all over the world. But suddenly, when he was willing to 
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accept our offer, Mr. Dulles for some unknown reason, refuses— 
withdraws the offer, and further makes insulting remarks about the 
man, his economy and program, which undermined his position. 
President Nasser turned around and nationalized the Suez Canal Co. 

Now, who is the Suez Canal Co.? A foreign investment company 
which has been profiteering from canal revenues for decades and 
which should have been nationalized in the interests of the Middle 
East and the whole world at large. 

Instead of reasoning with the man or trying to make a deal with 
him, we, the Western powers, rise in unspeakable threats against 
President Nasser and his country. 

In spite of his promise to compensate the stockholders, and sud- 
denly as if we were God’s ordained guardians of England and France 
and the stockholders of the Suez Canal Co., we turn around and freeze 
$40 million of Egypt’s funds in the United States, the majority of 
which is still frozen. 

No. 6. Then in medieval colonial fashion, as if this is not enough, 
a combination of British, French, and Israel conspiracy launches a 
brutal attack against Egypt. How brutal? By bombing Egyptian 
women and children, the halt and the sick, the old and the helpless, 
and hospitals and schools and what-have-you. 

No. 7. In spite of all this holocaust, this man emerged and still 
— to build his country and the economy of his country. Un- 

elievably, he kept a sense of balance and equilibrium. 

What is this man’s guilt? We are supposed to be anti-Communist. 
This man not only outlaws the Communist Party, but he is puttin 
Communists in jail and is forging ahead with great handicap and sti 
with little finance, he is making headway and building projects in 
his own country and we still show no gesture of understanding, 
cooperation, or help. 

No. 8. I heard a man a minute ago talking about being a repre- 
sentative of CARE. Now, not only does our State Department 
show him no consideration, but places every obstacle in his way, in 
spite of all these points I have shown, and they even went so far as 
a oo CARE to deliver any food packages to Egyptian women and 
children. 

Now, that is unheard of in the annals of the United States, which 
is certainly the biggest hearted nation on earth. 

They refuse to give any export licenses for any merchandise Egypt 
wants. It does not matter what it is. Even if it is automobile parts 
or military motor vehicle parts. Not only that, but when an Egyptian 
delegation comes to buy medical supplies, if you please, and medicine 
in this country and have the cash with which to do it, we will not even 
sell it to them for cash. 

Now, gentlemen, what is it about this man that we deliberately 
and consistently keep a hostile attitude against? 

Economic pressure is certainly un-American because it is not true 
to the spirit of the foreign-aid program. But we keep a studied, 
willful, deliberate attitude to alienate this Arab leader. 

Now, if it is one man alone—which in this case could be Mr. 
Nasser—or any other person, it would not be so bad; but this man 
happens to be a hero to 50 or 60 million of his own kind of people. 
They love him. They admire him and that is very evident. Every- 
one knows that. 
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Now, if it is not for his sake—and if we wish to keep 50 or 60 million 
Arabs on our side, why do we not show him some consideration, some 
respect, some encouragement instead of hammering him on the head? 

metimes I wonder whether he is not showing us up. Is he at- 
tempting to do too much with too little; while we are doing too little 
with too much, apparently? 

Another point I want to bring out here is that many of our politicians 
and columnists—God bless them—are too inclined to listen to Zionist 

ropaganda and other propaganda with some ulterior motive in the 
Lecliavousl: that because Mr. Nasser is feuding with leaders of Iraq, 
or leaders of Jordan are feuding with some other leaders of another 
Arab nation, that we have to come in here and take advantage of a 
situation and interfere in the domestic polities, or among seeming 
rivalry among Arab leaders. 

I want to warn this committee that if we proceed with any such 
thought of splitting the Arab world, or capitalizing on any so-called 
feuding or fussing among the Arab leadership, we will be the losers. 

I would say to you and to all Americans, leave them alone. Let 
them work out their own salvation, and I can go further: Let no one 
think that any nation on earth can pounce on one Arab nation, and 
discover that all of them will not pounce on the invader. There is no 
nation that is going to invade an Arab country even when there seems 
to be a temporary feud among two countries—they will not tolerate 
an outsider’s interference. 

Our job to do today, if we wish to maintain the Middle East in our 
sphere of influence, is to be peacemakers, to keep a friendly, healthy, 
understanding, constructive attitude among the various Arab leaders, 
because I am sure that is what all of them are looking for and our job 
is to see that a united Arab world is on our side, as our friends; and 
that is much more valuable than a divided Arab world that Russia can 
come into, further divide and capitalize on such a division and kick 
us out of the Middle East. 

I can go on for hours talking to you, but I think I have had my say 
and I want to thank you, Mr. Chairman. 

Acting Chairman Morean. Thank you, Mr. Bader. 

Mr. Baper. Here is my written statement for the record. 

Acting Chairman Morean. We will insert it in the record. Mr 
Bader, the title at the top of your statement, ‘““The United States Arab- 
Asian Institute,’’ what is that composed of? 

Mr. Baper. We are an American corporation. 

Acting Chairman Morean. An American corporation? 

Mr. Baper. That is right. I am the only member of the corpora- 
tion who is foreign born, and I was born in Jerusalem, in the Holy 
Land. So you see, when they talk about these Arab refugees and 
how they have been ignored, 1, but by the grace of God, could have 
been one of them. 


Acting Chairman Morean. Who supports your organization fi- 
nancial] y? 

Mr. Baper. American corporations who come to us for guidance, 
counsel, or advice and representation to help them invest in the 
Middle East and in the Arab world and to secure for them contracts, 
construction contracts and the like. 


a Chairman Morean. You mean you charge fees for your 
advice? 
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Mr. Baprr. Well, we wish to call it fees or sometimes they just pay 
us, yes, for our services. 

Acting Chairman Morean. You spoke of the great amount of 
American money that is pouring into the little state of Israel from the 
American Jews. 

Mr. Baper. Yes, sir. 

Acting Chairman Morean. Now, I am sure you are well aware of 
the great amount of American money that is going to Saudi Arabia 
and to Iraq for oil deposits. Why cannot some of this:money pour 
into some of the countries that you are interested in? 

Mr. Baper. No; there is no great amount of American money 
going to Saudi Arabia or Iraq. You will find that Iraq only got up to 
June 30 : 

Acting Chairman Morean. How about Iran? 

Mr. Baber (continuing). 1957, about $11 million. 

Acting Chairman Morean. How about Iran? 

Mr. Baper. Iran has gotten much more, but Iran is not an Arab 
country. However, I will say that they are not getting near as much 
per capita. Supposing we added Iran to the Arab states? 

Acting Chairman Morcan. How about the $300 million that 
Saudi Arabia gets in American oil money? 

Mr. Baper. It does not get it. Saudi Arabia givesit. That is the 
beauty about the Arab world. We need them. They do not need 
us. They are giving us—the Arabian-American Oil Co. made $676 
million in 1956, net profit. Now, they made it off Saudi Arabian oil. 

Acting Chairman Morcan. How much of the $300 million that 
Saudi Arabia got went back into the economy of the country? 

Mr. Bapver. I think about $300 million. I think the King and his 
retinue and his relatives and family and so forth, do not spend near 
as much as people accuse him of spending, but I believe the amount is 
around, a little over $40 million. 

Acting Chairman Morean. The American press reported that he 
distributed large tips during his visit here. 

Mr. Baprer. What if he tipped twenty or thirty thousand dollars, 
Dr. Morgan? That is peanuts, like Dr. Judd says. 

Acting Chairman Morean. I am sure that the people in some little 
village that do not have an adequate water supply could use the 
money to advantage. 

Mr. Baper. The King is trying very, very hard. You must 
remember, $300 million to support 6 million people is not a great deal 
of money. 

Look at what Israel has to do. We gave them $432 million and 
they get three or four hundred million more from American Jews, 
and they are always asking for more. Selling bonds, and it is one 
racket after another; asking for more American money. 

Acting Chairman Morean. I am sure those bonds will pay off 
when the time comes. They have paid off. 

Mr. Baper. I doubt it. 

Acting Chairman MorGan.’I have known a good many American 
Jewish friends of mine who purchased bonds and when they want 
the money they can get it in a hurry. 

Mr. Baper. And another point I forgot to mention, and which is, 
I think, a very, very serious thing, is that all this Jewish money that 
is being raised in this country, by the hundreds of millions, is tax 
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exempt and that to me is a wicked measure. Whoever implemented 
that measure—it allows them to raise hundreds of millions of dollars 
and then be tax exempt? It is unbelievable. 

Acting Chairman Moraan. I will not argue with you about that 
because I am not entirely satisfied with the tax situation, but I just 
cannot see why you should attack the whole foreign-aid program 

Mr. Baprer. I am not attacking the whole program—only the 
misuse of it. 

Acting Chairman Moraan (continuing). To put over your state- 
ment. You say it has been a waste of time and a waste of money, 
that we are pouring money down a rat hole. You are attempting 
to kill a program with a slogan. 

Now, I am sure and you are sure that you have knowledge that we 
have some important airbases in or near the Middle East? 

Mr. Baper. I have used no slogans. Yes; I am well aware of our 
airbases. 

Acting Chairman Morgan. We would not have those airbases with- 
out this foreign-aid program. 

Mr. Baprr. I want to see foreign aid go more to the people. 

Acting Chairman Morean. Are you not interested in your security 
as an American? 

Mr. Baper. Very much so. 

And I am anxious to see that these Arabs whom we need politically, 
strategically, geographically, should get much more money than we 
are giving them and I think even Egypt and Syria, who are now 
called the United Arab Republic, should be participants in these 
billions we are spending. 

I see no reason why we keep this vicious—this wall of enmity 
toward President Nasser and the Egyptian people and the Syrian 
people. 

Mrs. Bouton. May I interrupt at that point? 

It was my understanding that Syria didn’t want any of our money. 

Mr. Baprer. They did not say they did not want any of our money. 

Mrs. Botton. They refused our aid several times. 

Mr. Baper. The point 4 program. I am very close to the leaders 
there, not only the Syrians, but all of them, and I find their complaint 
is that if we give them the money for these projects to spend in their 
own way, that that money—where we spend $4 they can do the same 
job for $1. 

Their complaint is that we go in to build a project, we employ several 
thousand Syrians or Jordanians or what have you, and pay them high 
wages, which is completely out of focus or comparison with other 
wages of the country, and it lopsides their economy and causes a lot 
of dissatisfaction. 

Acting Chairman Morean. Mr. Bader, this is a very strong state- 
ment. I realize it will have terrific propaganda influence among the 
Arabs of this country and among a lot of people opposed to this 
program. 

It was rumored that your statement last year before this committee 
was printed and sold at a profit. Is that true? 

Mr. Bapver. No, I think some American publishers who thought it 
was a very clear statement to give an intelligent position of the Arab 
world, they thought it contained so much of the opposing propaganda 
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to that which ballyhoos the Zionist propaganda—and you will have to 
admit there is an abundance of it, Mr. Chairman—that they did make 
it into a booklet and they gave it away. 

Sometimes somebody sends them a dollar for it. I know for each 1 
they are selling, they are giving away 5. 

Acting Chairman Morgan. Mrs. Bolton. 

Mrs. Bouton. All I have to say is that it is always interesting to 
hear as eloquent a person as yourself. 

Mr. Baprr. Thank you. 

Acting Chairman Morean. Mr. Bader, I will have to take a phone 
call and we will put Mr. O’Hara in the Chair and he will be the next 
to question you. 

Mr. Bapemr. I do not know that he will have any questions. 

Mr. O’Hara (presiding). Yes, I have a question or two. 

Mr. Baper. I am surprised Dr. Judd is so silent. 

Mr. Jupp. It is not my turn yet. 

Mr. O’Hara (presiding). Mr. Bader, I was very happy to be here 
while you were talking. 

Mr. Baprer. Thank you. 

Mr. O’Hara (presiding). In listening to you patiently and respect- 
fully this committee was giving proof that in this free country of ours 
any citizen has a right to petition the Congress and to be heard. 

I was here while you were saying many things that I thought in 
poor taste and that taxed our patience. You referred to Israel as a 
so-called nation. Well, I do not like people using that sort of an 
approach. Did I understand you to state in substance that, if this 
country showed continuing friendship to Israel, World War III 
would result? 

Mr. Bapmr. Yes, sir, but I did not say it in those words. I spoke 
about Israel’s arrogant demands. 

Mr. O’Hara (presiding). I listened to you and your open threats 
with the respect that as a Member of the American Congress it is 
my duty to give to any citizen petitioning his Congress. 

Some weeks ago I, with Chairman Hays and Mrs. Church, con- 
versed with General Nasser for 2% hours. Never once did he approach 
us in this manner. Never once did we so approach him, and I wonder 
if you are doing a real service to your cause by using this committee 
as a springboard for a propaganda that is hostile? We have to have 
understanding in this world. I left the Arab countries with a great 
affection for the Arab people. I had never been there before. You 
do not mind my speaking frankly to you? You did not reflect today 
that same spirit of striving for understanding among peoples. Jews 
have gone through horrible experiences in the persecution visited on 
them. In seeking a little land of their own and by industry and in 
dedication building it up, they are harming no one and in fact in a 
prosperous and industrialized Israel will make a large contribution 
to the Arab world. You can work together for a common good. Why 
come here and say that unless we abandon Israel we are going to 
bring on World War III and have pitted against us because of un- 
dying friendship for Israel a billion and a half people? 

Mr. Bapver. I did not say abandon it. 

Mr. O’Hara (presiding). That is all. I am glad to have heard you. 

Mr. Baprer. May I answer you? 

Mr. O’Hara (presiding). Surely. 
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Mr. Baper. If you visited President Nasser, I am sure you found 
him a very charming and cordial gentleman. President Nasser is a 
political leader and he was talking to American political leaders. It 
was his job, his position, to be cordial, respectful, and welcoming. 

Many times political leaders cannot express everything they have 
in their minds. 


; Mr. O’Hara (presiding). Do you mean he was putting on an act 
or us? 

Mr. Baper. Oh, no, no, no, no. No, no. He was welcoming you. 
He was respectful, and he discussed many things perhaps in general 
terms. I wasnotthere. Idonotknow. He is very charming person 
and I am sure Mrs. Bolton and yourself are too. 

Now, I am here as an American, talking to awaken many Americans 
to a serious situation that has long been ignored, Mr. O’Hara. 

If you are telling me that the Arab story has been heard in this 
country as versus the Zionist story, 1 percent as against 100 percent, 
then I regret to say that you may not have followed the situation as 
closely as I have. 

Now, you know that for years the drums of propaganda on the 
part of the Zionists in this country have been beating until, if 
travel, as I do, all over this country, you too would be shocke 
find out how little Americans know about the Middle East and the 
Arab world. 

What is worse, they do not realize how serious it is to alienate 40 
or 50 million Arabs as we have done through our support of the 
creation of the State of Israel. 

Mr. O’Hara (presiding). My dear friend, what is your name, 
please? 

Mr. Baper. Bader. 

Mr. O’Hara (presiding). Bader. Mine is O’Hara. 

Mr. Baprer. May I finish? 

Mr. O’Hara (presiding). First let me make this one remark. I met 
some very charming Arab people in Israel. 

Mr. Baper. Arab people in Israel? 

Mr. O'Hara (presiding). Yes. They are of your same Arab blood 
and they were just as strongly for Israel as you are against it. So 
there must be some division among the Arab people. 

Mr. Baper. Well, Mr. O’Hara, may I say that if you were an 
Arab living in Israel under a police state regime, with the secret 
service men watching you and possibly pouncing on you the minute 
you said one word as opposed to the state of Israel Government, you 
would be, might I say, a little hypocritical, and put on a nice bunch 
of words for effect. 

The Arabs living in Israel are not free citizens, Mr. O’Hara, and 
I can prove that to you. 

Mr. O’Hara (presiding). I talked to little Arab girls and they were 
happy there. They were not afraid of a policeman and I did not see 
any sign of police pressure in Israel. 

Mr. Baper. You cannot judge things by what little girls say, 
Mr. O’Hara. 

Mr. O’Hara (presiding). I am sure you can put more credence in 
the smiles of children than you can in propaganda conversations. 

Mr. Baper. No, there is no propaganda. Everything I have said 
here, I can prove, and all I ask is if we cannot be at least a little more 
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kind, a little more generous with the Arabs whom we need, we can at 
least treat them on an equal basis with Israel, if nothing more. 

Mr. O’Hara (presiding). Does your organization receive contribu- 
tions from any of the Arab states? 

Mr. Baper. We are paid certain fees for certain work we do, yes, 
indeed. 

Mr. O’Hara (presiding). And are you registered as a lobbyist? 

Mr. Bapver. Not as a lobbyist. As an agent. I do not like that 
word “‘lobbyist.’’ 

Mr. O’Hara (presiding). And will a copy of your remarks here be 
sent to General Nasser? 

Mr. Bapver. No, not to President Nasser. It will go to the Depart- 
ment of Justice. 

Mr. O’Hara (presiding). The general will see it? 

Mr. Baber. I hope he does. 

Mr. O’Hara (presiding). And when you wrote it you hoped he 
would? 

Mr. Baper. I am not important enough maybe for President 
Nasser to read my stuff. 

Mr. O’Hara (presiding). You hope he reads this though; do you 
not? 

Mr. Baper. Yes, I would like him to read it for the simple reason, 
because’I think it will be the best propaganda to win Mr. Nasser to 
our side. 

You know, Mr. O’Hara, I have listened to so many Arabs come 
to this country and say this to me: ‘There is nothing this country 
can say or do that can vindicate their support of the State of Israel.’ 
I have heard it said to me day in and day out, ‘You Americans are 
under total control of the Jews. Your Government is dictated to by 
Jews. Everything you do is under their domination and we have 
lost any respect for what you do. We cannot receive justice from 
the United States of America.” 

As an American, sir, I object to those statements and I feel, as a 
man who came from that part of the world, who knows them very 
well, I should offset and eliminate those kinds of statements. 

Mr. O’Hara (presiding). Nor do I like to hear you repeat such 
slanders and I wish the record to show that I resent remarks which 
are a reflection upon the memory of many great Americans, including 
a Justice of the Supreme Court of the United States whose fame is 
immortal, and upon a dedicated religious people who constitute a 
very important segment of the American population. I do not 
think that you should use this committee and certainly not while I 
am very temporarily in the position of presiding officer, to attack 
the Jewish people of the United States. I do not like it. 

Dr. Judd. 

Mr. Jupp. Mr. Chairman, I must say that I understood Mr. 
Bader’s remarks at that point to be that he was defending our country 
against the charges of Arabs who came here and charged that Jews 
controlled our country and that the Arab side could not be heard. 

Is that not what you were saying? 

Mr. Baper. That is exactly what I meant. 

Mr. Jupp. I thought that was your meaning, and I am on your 
side at that point. But for the rest of your statement, I really think 
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that it is too extreme to accomplish what you doubtless are hoping to 
accomplish. 

I mean, maybe it will be read with enthusiasm in the Arab world, 
but as one who has tried his best to get a better hearing in our coun- 
try of the side of the story that the Arabs have to tell—and you are 
perfectly right in saying that their side of the story has not been told 
and been understood by the American people—I think your state- 
ments are too extreme to be convincing and to that extent I doubt 
that you are helping the Arab cause. 

May I say that in all kindness. 

Mr. Baprr. Thank you, Mr. Judd. I have a lot of respect for 
you. 

Sometimes we have to use some strong statements to awaken, or 
even to provoke. My whole career in the last 5 or 6 years has been 
to keep the Arab world within the American sphere of influence and 
I have to live with those people and I know how they think. I know 
their inner soul. 

Believe me, the situation is very, very bad. We do not stack up 
there, and daily I have to show them and clarify to them that we are 
not what they think we are. 

Mr. O’Hara brought out a very nice point. He hoped Mr. Nasser 
would read this. I do hope he reads it because I would like President 
Nasser to realize that we are still a free country, that an American 
citizen can still stand before an honorable committee like this and 
express his views, no matter how strong, and not be put in jail, or 
in chains. 

Mr. Jupp. That is right, but I think that Mr. Nasser ought also to 
understand that Americans are not likely to put as much credence in 
an extreme statement—although they are perfectly willing to sit and 
listen to it—as they would if it were more accurate and more temperate. 

For example, on page 5 of your statement you have some figures 
here which I do not think will quite stand up. 

I am advised that the aid that you list as going to East Germany as 
if it were aiding a Communist country is aid we are giving to keep 
West Berlin alive. It is not going to Communist East Germany. 
It is going to anti-Communist West Berlin. 

And the $11 million for Hungary is for Hungarian refugees from 
Communists. We have checked-on this item since you gave it. 

And the aid you list for Czechoslovakia was primarily to help with 
relief projects and assistance of that sort in Czechoslovakia, rather 
than to help the Communist Czechoslovakian government. 

I think you weaken your case when you include in your list of 
supposed contributions to Communist dictatorships, money that was 
sent in to help those who were opposing the Communists. 

That is item No 1. 

On page 7—this is a minor one—you made a little mistake in either 
typing or in addition because the total showing what has gone in 
grants and credits to 6 Arab nations should be not $148 million but 
$168 million, $20 million more than you added it up to be. 

Mr. Baper. I will have to blame my secretary for that. 

Mr. Jupp. Either she typed wrong or did not add right. 

Mr. Bapver. This correction in addition has been made. 

They may have added wrong, but that is still a very small amount, 
Dr. Judd. 
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Mr. Jupp. I mean you are not making your case here as strong as 
you could make it by being more accurate? 

Mr. Baper. Perhaps there are misprints or typographical errors, 
but I am glad you are helping me. 

Mr. Jupp. Now, right below that, you say Israel received $432 
million in grants and credits. I am skied for information. Is that 
from our Government? 

Mr. Bapver. From our Government. 

Mr. Jupp. Down a little further on page 9 you say, “they offered 
a cotton in return for arms, but our State Department refused 
them.” 

It would help a little bit if you would add that there were others 
than the State Department who opposed accepting that cotton, 
particularly the cotton people of the United States. 

Mr. Bapvrer. That is good. I am glad you are helping. 

Mr. Jupp. The State Department is made a kind of a demon. 
The State Department doubtless had reasons of its own too, but I 
think it would make your statement stronger, not weaker, to point 
those things out. 

Mr. Baper. I am glad. Thank you. 

Mr. Jupp. Then you say, “Then suddenly Mr. Dulles, for no 
apparent reason, withdrew the offer of help.” 

Now, he had at least one very good reason. 

Mr. Baper. What is it, sir? 

Mr. Jupp. Because Mr. Nasser had not kept his part of the 
agreement that had been entered into. If you look up the agreement 
for the Aswan Dam made by the International Bank and the British 
Government and the American Government and the Egyptian 
Government, each was to do certain things. 

As I recall—this was 2 or 3 years ago—there were about 6 things 
that Mr. Nasser agreed that he would or would not do. Unfortu- 
nately, he hadn’t kept those parts of the agreement. 

For example, he was not to embark on any other major develop- 
ment projects without first consulting with the International Bank. 
The aid for the Aswan Dam was based on an overall survey of what 
it was possible for Egypt to do, and he pledged certain Egyptian 
assets to it; he pledged also that Egypt would not start any other 
major expenditure programs; whether for economic development or 
for increasing armaments for his armed forces and so on, without 
consulting with the bank. 

Then he went ahead and violated perhaps all or at least several of 
those pledges. 

I have never been able to find out for sure whether our Government 
went to him and said, “Mr. President, do you understand that if we 
have an agreement and one side does not keep its commitments under 
the agreement, that invalidates the whole agreement for everybody?” 

What Mr. Dulles was saying was, ‘This agreement is no longer 
binding on us because you have not kept the commitments you made 
under the agreement.”’ 

This is secondhand with me. I am reporting to you, in case you 
do not know it, that this is an explanation that has been given. 

There may have been other reasons. But this was a sufficient 
reason, a legal reason that you ought to make clear. Our Government 
was not being just capricious or arbitrary. For a contract to be 
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binding, it has to be kept by all of the parties to it, and if one party 
does not keep it, the others are aieieds 

Now, your item seven on the next page says, “‘Miraculously emerg- 
ing from this unbelievable holocaust—.” But it was no miracle that 
Mr. Nasser emerged. The United States saved him. 

If I were you, I would not put out that he was saved by a miracle. 
He was a goner if the United States had not intervened against its 
oldest friends and allies, in one of the most remarkable demonstrations 
of fidelity to justice, I think, that the world has ever seen. I think 
your statement would be more convincing if you would report that too. 

That is all I am saying. 

Mr. Baper. I do say that the United States stood with him, do I 
not? 

Mr. Jupp. You said so, but the whole tone was that the United 
States was all against him and so on, and then he was saved by a 
miracle. 

I do not think that my Government’s policies in that part of the 
world have been above criticism. In fact, I have criticized some of 
them myself, and before some of these things happened, but I think 
the whole story ought to be presented in balance. 

Mr. Baper. Sometimes, as I said, Dr. Judd, we have to use strong 
language to stir up things. 

Mr. Jupp. Strong language weakens a case with me. 

— Baper. I do not think this is strong language. I think these 
are facts. 

, Mr. Jupp. You could make it a lot stronger if you were really to 
et go? 

Mr. Baper. Well, perhaps. But all I want to say is this, that with 
our attitude toward that man and the millions who admire him, it is 
about time we changed. Just because France and the French poli- 
ticians are angry with him and wish to invade his country—or the 
British—we do not have to follow suit. I think it is about time 
that our American policy was based on more or less of a definite 
American policy. 

Mr. Jupp. Well, I think you would have to agree that it was based 
on what our officials thought was an American policy, for it obviously 
was not partial to any one country. They supported Nasser against 
the British and the French at the same time they strongly supported 
the British and the French in other areas. It has been based on what 
they thought was in the interests of the United States. 

One more point, if I might, Mr. Chairman. I wish, Mr. Bader, 
you would not put in words like this, right toward the end: “Divide 
them and it will be the United States that will suffer while our so-called 
dangerous rival—” Are you suggesting that the Soviet Union is not 
a dangerous rival? 

Mr. Baper. It is indeed, and you may rub off that “so-called” right 
now because I have been preaching and warning against the dangers 
of Russia for many years, Dr. Judd, and you know that. 

Long before this last 2 or 3 years of this splurge of anti-Russianism. 
I started in 1940 warning, on the public lecture platform and radio 
and everything else, about the dangers of communism and its infiltra- 
tion. Not only in the world, but in our country, in our schools and 
colleges and everywhere. 
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Mr. Jupp. I am glad you agree with me on this point. You are an 
eloquent individual and some of the rest of us who have to do public 
— know that once in a while when we get going, we overstate 
things a bit and we always hurt our own cause when we do that. 

Mr. Baper. I thank you for it. I appreciate it and I humbly 
accept it. 

Acting Chairman Moraan. Mr. Bader, before we adjourn, will you 
furnish for the record the publisher of your statement last year and 
how many copies were sold? 

Mr. Baper. Yes. Do you want it now? 

Acting Chairman Morgan. Do you have that figure? 

Mr. Baper. I think about five or six hundred. 

Acting Chairman Morean. Do you know the publisher? Was the 
statement published by a publisher? 

Mr. Baperr. Yes, sir. 

Acting Chairman Moraan. Who published it? 

Mr. Baper. American Defender. Would you like to read a copy? 

Acting Chairman Morean. No, I am not interested. 

Mr. Baper. Do you object? 

Acting Chairman Moraan. No, I do not object, but by the time 
we get through reading all the material we have here, I will not be 
looking for anything more 

Mr. Baper. Do you wish me to send you a copy of the statement? 

Acting Chairman Moraan. I will be glad to have it. 

Mr. Baper. Will you read it, sir? 

Acting Chairman Morean. I certainly will. 

Mr. Baper. Thank you. 

Acting Chairman Morcan. The committee stands adjourned until 
2:30 this afternoon. 

(Whereupon, at 2:10 p. m., the committee recessed, to reconvene at 
2:30 p. m., the same day.) 


AFTERNOON SESSION 


The committee reconvened at 2:30 p. m., Hon. Armistead I. Selden, 
Jr., presiding. 

Mr. SELDEN (presiding). The meeting-will come to order. 

Mr. Carnahan, who will be the acting chairman this afternoon, has 
been delayed. We will go ahead and get started as we have a number 
of witnesses. 

Our first witness this afternoon is Mrs. Elizabeth T. Farwell, mem- 
ber of the Washington committee on legislation, National Congress of 
Parents and Teachers. 

Mrs. Farwell, will you proceed with your statement? 

Mrs. Farwe.u. Yes. 


STATEMENT OF ELIZABETH T. FARWELL, MEMBER, WASHING- 
TON COMMITTEE ON LEGISLATION, NATIONAL CONGRESS OF 
PARENTS AND TEACHERS 


Mrs. Farwe.u. Mr. Chairman and members of the committee, I 
am Elizabeth T. Farwell, a member of the Washington Committee on 
Legislation for the National Congress of Parents and Teachers. I am 
submitting this statement for Mrs. Clifford N. Jenkins, Chairman of 
the Committee on Legislation, in support of the administration recom- 
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mendation for the authorization of $11 million for the United Nations 
Children’s Fund in fiscal 1959. 

Today I would like to start by telling this committee how much I 
have appreciated appearing before it each year. It seemed important 
to me to take the time to tell you this, because that appreciation is 
for more than just the friendly and courteous reception given each 
year to the statements of representatives of volunteer organizations. 
It stems from our continuing realization that you are as intent as we 
on safeguarding and sufficiently implementing this farsighted program 
which has been building and continues to build a better life for the 
children of the present-day world. Since brickbats are apt to be 
thrown more often than bouquets, I thought you would enjoy receiving 
this sincere and unsolicited testimonial. 

The word “farsighted,” we think, describes the UNICEF program 
admirably. We are sometimes, all of us, a bit nearsighted. Problems 
at home loom large and claim our attention. It is true that we our- 
selves are affected by the problems of other people in our home com- 
munities, and it is likewise true that the United States is increasingly 
affected by the problems of the rest of the world. Just as in our 
communities we aim at getting people to help themselves, so in the 
world community the UNICEF program concentrates on self-help. 
The National Congress of Parents and Teachers, representing 11 
million memberships, believes that the achievements of UNICEF are 
achievements of which we can be proud. 

We, therefore, support the $11 million request and strongly—very 
strongly—urge that you keep the present 52% percent ratio. We feel 
that should the reduction to 50 percent be applied, the UNICEF 
program would unquestionably suffer during the coming year. It is 
our understanding that the other contributing countries cannot pos- 
sibly afford, at this time, to match a 50-50 ratio. This is not because 
of inertia or lack of desire to support the program. It is because of 
the strain to which these economies are put in order to provide even 
minimum services, investments, and defense for their peoples. This 
factor, coupled with that of the proven need of the children, is our 
reason for urging that you authorize no less than $11 million and 
maintain the 52% percent ratio. 

In closing, may we recollect that the boy of 10 aided by the UNICEF 
program in 1947 is today amanof21. Asall of us look back gratefully 
to a beloved teacher or friend of our childhood, we believe that this 
21-year-old looks back gratefully on UNICEF, the willing friend of 
his needy childhood. We believe that he will always remember. 
And we believe that all children are our children, wherever they may 
live. 

Mr. SevpeEN (presiding). Thank you, Mrs. Farwell, for your fine 
statement. 

Mr. Vorys, have you any questions? 

Mr. Vorys. No, I have no questions, Mr. Chairman. We appre- 
ciate your statement, Mrs. Farwell, and particularly the flowers for 
the living that you throw in there. We like to reciprocate. We 
know the PTA has always helped support UNICEF. 

Mr. SELDEN (presiding). Judge Saund, do you have a question? 

Mr. Saunp. I have no questions, but I wish to commend Mrs. 
Farwell for the very noteworthy sentiment expressed in her statement. 
Mrs. Farwecu. Thank you. 
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Mr. Saunp. I have been a member of the PTA for many, man 
years and my wife was so proud at one time to be president of a small 
town PTA. I think your organization is doing a wonderful piece of 
work and you can expect support from this committee, I am quite 
sure about that. 

Mr. SELDEN (presiding). Thank you very much, Mrs. Farwell. 

Our next witness is Dr. Mildred Fairchild Woodbury, representing 
the American Association of University Women. 


STATEMENT OF MRS. MILDRED FAIRCHILD WOODBURY, REP- 
RESENTING THE AMERICAN ASSOCIATION OF UNIVERSITY 
WOMEN 


Mrs. Woopsury. Mr. Chairman and members of the committee, 
the American Association of University Women wishes to express its 
gratitude for the opportunity to appear before this committee. 

I am Mrs. Mildred Fairchild Woodbury, former professor at Bryn 
Mawr College and official at the International Labor Office. I am an 
officer of the Philadelphia branch of the AAUW. 

Our organization is composed of 1,392 branches in the 48 States, 
the Disirict of Columbia, Hawaii, Alaska, and Guam. Our member- 
ship is 143,020. 

The association was founded in 1881 to unite women graduates of 
different colleges and universities for the express purpose of furthering 
and utilizing their educational training. 

In the 1880’s and the 1890’s the interest of the association logically 
led its members into active support of education legislation. The area 


of interest broadened by the oe 1900’s, and the growing interest of 
i 


the membership in the foreign po 
lized by World War I. 

Study groups in international relations were formed. The study 
guides for these groups have been prepared under the direction of 
specialists in their fields, including economists, historians, social and 
political scientists on governmental and nongovernmental agency 
staffs, and professors in our leading colleges and universities. 

Throughout the 40 years since the international-relations groups 
were formed, their general purpose has remained development of 
informed public opinion as a contribution and an influence toward a 
constructive foreign policy for the United States. 

Since World War II, the association has sponsored an international- 
grant program under which 443 women from other countries, at a 
cost of over a million dollars to the association, have studied in the 
United States while at the same time interpreting the problems of 
their native lands to the people with whom they have come in contact 
in this country. AAUW also sponsors a fellowship program under 
which many graduate women from this country have gone abroad to 
study. I can speak with considerable feeling on that subject, Mr. 
Chairman, because many years ago I was one of them. 

AAUW is a member of the International Federation of University 
Women, organized in 1920, which now includes university women’s 
organizations in 48 countries. Interchange between these organiza- 
tions and our own was not only helpful after World War II in reestab- 
lishing relationships between educated women, but in reestablishing 
careers for women in war shattered countries and in re-creating com- 


cy of the United States was crystal- 
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munications between people engaged in professional work in the arts, 
the humanities, and the sciences. These contacts continue. 

We offer this brief summary of the history and the program of 
AAUW for the purpose of demonstrating to you that the statement 
presented here is based on member experience and upon the well- 
considered conclusions developed from a sustained program of study 
in international relations. 

It has long been an axiom in the association that study without 
action is futile, while action without study is fatal. Therefore, careful 
thought has been given in the branches across the country to the 
drafting of resolutions and to the adoption of the legislative program 
under which appearance before this committee is catherieel Con- 
tinued and vigorous support of the United States programs of foreign 
aid was unanimously voted by the association at its last biennial 
convention in Boston in June last year. 

It might interest you to know, Mr. Chairman, in our own branch 
in Philadelphia, where we have some 800 women organized into what 
we call the Women’s University Club, we have had for some years 2 
of these study groups on international relations, 1 meeting in the 
morning and 1 in the evening. This year we have had requests for 
4 additional groups to be so organized, 2 in what we call the main-line 
suburban area, 1 out in Germantown, Chestnut Hill, and an additional 
evening group in town. 

We have thought, since this was one of ‘‘the” subjects being stressed 
by our membership at the present time, that it indicated a greatly 
increased interest and devotion to the problems of foreign relations in 
this country. 

Members of this committee and officials intimately concerned with 
the implementation of the mutual-security program are in a position 
to obtain and analyze that information more effectively then we. 
Therefore, we prefer to express to you our belief and understanding of 
the foreign-aid program as an important instrument of American 
foreign policy. 

With the growth of the United States to a position of dominating 
economic political and military power, events have thrust upon us 
the leadership of the free world. We cannot falter in our respon- 
sibilities to the members of the free world or, indeed, to ourselves as 
we assume this simultaneous privilege and burden. 

In today’s world, where two-thirds of the population regularly go 
to sleep hungry and where only one-half of the people are literate, 
progress in the economic and social fields is critical. Too often, history 
has shown that the underlying causes of political instability, and even 
war, stem from impoverished health, welfare, and economic condi- 
tions. 

We need not point out to you that the Communists have frequently 
taken advantage of such situations in Europe, the Middle East, and 
Asia to foster their own purposes. The United States recognized 
such factors when we launched in 1947, the economic aid program in 
Greece and Turkey, and the Marshall plan. 

Further, it is clear that the United States economy, which demands 
markets for its agricultural and industrial production, finds better 
outlets in countries of economic growth and political stability. The 
standard of living of our own citizens, as well as those in countries 
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abroad, is better maintained and improved when trade flows and 
social and economic conditions flourish. 

Technical assistance and economic development are peculiarly 
American concepts ingrained in our tradition through their applica- 
tion in pushing back our own frontier and exploiting our resources. 

Since World War II we have extended this process to the field of 
foreign affairs with successful results in assisting the reconstruction of 
Europe and the improvement of economic and social conditions in 
other parts of the world where the point 4 and the mutual security 
programs functioned. We must not now, for reasons of misunder- 
standing or temporary domestic recession, relinquish leadership in 
this constructive approach to foreign relations. The records show that 
the Soviet bloc has realized our success in this program and the power 
of economic aid. They are now launching this type of offensive to 
woo the less developed areas of the world. We do ourselves and the 
world a disservice if we forfeit to the Communists, for reasons of false 
economy or lack of understanding of the strength of our own funda- 
mental American ideas of progress, the leadership and influence in 
economic development of the new nations around the globe. 

If you wish to ask me questions after I finish my statement, Mr. 
Chairman, I should like to tell you just a little about my own personal 
experience with the International Labor Office in planning a few of 
these technical assistance and economic development programs in 
countries like Iran and India in the early years of the program. 

Correspondence to headquarters from AAUW branches in many 
parts of the country and reports on speeches to these many scattered 
groups by officers and staff show that the membership of this group 
of educated women are aware of the harm such a forfeiture would 
cause themselves and their children. 

The American Association of University Women supports the 
mutual-security program and urges this committee to recommend 
to the House of Representatives that it authorize, then appropriate, 
the total budget for mutual security requested by the administration 
for these reasons: 

(1) Mutual security serves as a constructive instrument of Ameri- 
can foreign policy. It acts not merely to combat communism, but 
to create a world situation in which ideals of freedom and democracy 
can exist. 

(2) It serves to promote the economic growth of the newly devel- 
oping countries of the free world—and we wish them to remain a 
part of the free world—which condition in the long run will serve to 
preserve our own basic economy through stabilization of markets 
for our own production and secure to us needed sources of raw 
materials. 

(3) It serves as an integral part of our present concept of creative 
international relationships, well illustrated by our role in bringing 
into being the new International Atomic Energy Agency, devoted to 
the peaceful uses of atomic energy—a concept forcefully acknowledged 
by the President in his second inaugural speech, when he said: 

We recognize and accept our own deep involvement in the destiny of men 
everywhere. 

In summation, we should like to point out to this committee, which 
has responsibilities for furthering foreign policy in peace, as in war, 
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that the present political situation in the world dictates that we must 
have a forceful and ever-developing program of foreign aid with 
adequate funds to implement that program to best advance the 
interests of these United States at home as well as abroad. 

I should like very much to give a little personal experience if the 
committee would have time, with respect to 1 or 2 of these under- 
developed countries where I have seen technical assistance—part of 
it, at least, from the United States, being utilized effectively. 

Mr. CarNnaHAN (presiding). Suppose we allow the members to ask 
their questions and perhaps they may, in the questioning, suggest the 
things that you would like to present. 

We certainly appreciate your most excellent statement and the 
fact that you, as a representative of this very fine capable group of 
women, have brought your experiences to the committee. 

Mr. Vorys. 

Mr. Vorys. Mrs. Woodbury, I had a sister-in-law, a niece and two 
daughters go through Bryn Mawr so I am in no position to do any- 
thing but support what you say, even if I felt differently. 

However, I do not feel differently. I think you have made a very 
fine statement. I was particularly interested in the exchange of 
persons of 411 that you bring here and those you send abroad because 
I think that the nongovernmental exchange programs are a vital 
contribution to our technical assistance and to the purposes for which 
this foreign-aid program is carried on. 

I want to simply congratulate you on a splendid statement of the 
fundamental principles involved in this program and defer to other 
committee members. 

Mr. CarNnaHAN (presiding). Mr. Selden. 

Mr. Setpen. Thank you, Mr. Chairman. 

Dr. Woodbury, I, too, would like to commend you for your state- 
ment. Having a number of universities in the district I represent, 
I am very familiar with your organization. 

If you would like to, you may take some of my time and give the 
example that you mentioned in connection with your own work. 

Mrs. Woopsury. I think I could do it quite briefly, Mr. Selden; 

It is in my early years with the International Labor Office. I will 
take one from Iran, which is one that comes to my mind, as something 
that has continued over a considerable period. 

Iran invited the International Labor Office to send a mission to 
advise it on social legislation to improve the conditions of the workers. 
The ILO in 1948 sent 4 people of whom I was one, to advise them re- 
garding the improvement of labor conditions, the restriction of child 
labor, the hours of work, minimum wages, and so forth. 

As a result of our some weeks and months in Iran, they drew what 
they called their first social legislation that Iran had ever had in 1949. 
And in that, in my field, there was included legislation forbidding 
the employment of children under 12 years old. 

Now, the international standards call for forbidding the employ- 
ment of children under 14, but after finding children 5 years old in 
the rug factories and on up, and children from 8 to 13 doing the major 
part of spinning in the textile factories, I had recommended the age 
13. They took 12 as practical. 

And then I discovered in talking with them that twice before they 
had adopted legislation forbidding the employment of children in rugs 
and textiles, with no effect. 
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They had lost the legislation, and it had never been enforced. 

We started at once, therefore, on the business of how to administer 
that legislation. The ILO offered fellowships to the Iranian Govern- 
ment to bring people to European countries to study labor inspection 
and administration and included in that we brought a young woman. 

After showing her a bit in Europe through the generosity of the 
American Government, she came to the United States. It may inter- 
est you to know that the Women’s Bureau here in Washington sent 
her to Alabama in order to study the conditions of work and the 
methods of controlling the employment of children in Alabama. 

They thought that perhaps in Alabama exhibits would be better 
for them to understand than New York or one of the more elaborately 
setup States. 

She had an extremely interesting 6 months. She is still the head 
of the Bureau of Women and Children in Iran. 

Following that experience with technical assistance funds and 
under the United Nations expanded program we sent experts to 
Iran to train labor administrators. e brought further fellows out 
of Iran into other countries, including the United States and, as I 
understand it, you can see less employment of children in Iran today 
as a result of that work. 

Since employment of children is one of the things which the Com- 
munists were using particularly—exploiting one of the reasons why 
Iran needed communism in 1948, I though that was worth while. 

Mr. Setpen. Thank you, Dr. Woodbury. Your experiences in 
Iran must have been most interesting, and I’m certain you did a fine 
job in that country. I feel sure, Dr. Woodbury, that a great part 
of the success of the program dealing with child labor legielation was 
due to the fact that the administrator obtained such excellent train- 
ing down in my State of Alabama. 

Mrs. Woopsury. I am sure it helped. 

Mr. SetpEen. Thank you, Mr. Chairman. 

Mr. CarNAHAN (presiding). Mrs. Bolton. 

Mrs. Bouton. I have no questions, but I also have a daughter-in- 
law who is a. Bryn Mawr girl so I too feel I have a little tie with you. 
I am very much interested in this and it is the kind of thing we like 
to feel att teat women are doing. We are always very proud of what 
you do, Mrs. Woodbury. 

Mr. Carnanan (presiding). Mr. O’Hara. 

Mr. O’Hara. No questions, Mr. Chairman. 

I do wish to join in thanking the doctor for a fine contribution to 
our deliberations. 

Mr. CarnaHan (presiding). Dr. Judd. 

Mr. Jupp. Will you please permit me to pass? I don’t know how 
Mr. O’Hara got his lunch and got back that fast. 

Mr. CarNawAN (presiding). Judge Saund. 

Mr. Saunp. Dr. Wasdbury, I wish to compliment you for the very 
fine statement you have made. I am very much impressed by your 
program. 

ou say 443 women from foreign countries have had the oppor- 
tunity to study in this country uneer the leadership of your organiza- 
tiert at the expense of over $1 million: That is remarkable. 

I found out from my experience during my travels last year in the 
Far East that wherever in an institution there was a man or woman 
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who had been to the United States and either been associated in some 
business or had studied at some college, we really had a friend in that 
person. 

I will give you an example: In 1 day I was invited to speak before 
one university in the morning and then the other one in the afternoon. 
While in one university the people were very courteous—the same 
invitation had been sent—lI just spoke before the one particular sec- 
tion where there were maybe 700 or 800 students who were very 
cordial; but in the afternoon the president of the university had been 
in the United States and had stayed for 6 months in Chicago. 

Well, he had declared that as a meeting for the entire university 
and there were several thousand students. There were special tea 
parties and special coverage and whatnot. The same was true with 
the newspapers. 

So I know that you have done a wonderful piece of work when you 
have invited those students. 

Now, you say you support 100 percent the entire amount asked 
by the President for this program, and also your organization went 
on record to support the foreign aid program. 

Now, are you doing anything to put your different organizations 
throughout the country to work in support of this program? 

I know we have received letters from opponents of the program 
and if I can judge from my own district, your organization is very 
powerful because it consists of educated women who are active in 
civic work. 

I will recommend that if you really want to help this program, that 
you have your different organizations scattered throughout the country 
to really start writing letters, passing resolutions, and inviting speakers 
to push this program. 

That is my suggestion. 

Mrs. Woopsury. I can tell you we are doing that. We have study 
groups working on the subject of foreign sebedlond in almost every 
branch around the country and we never would have adopted unani- 
mously a resolution in favor of the foreign aid program as such last 
summer if our members had not studied the subject. 

I can also assure you that a great many of our members are speaking 
in their own localities and around, wherever they have an opportunity. 

In Philadelphia we appear in conjunction with the World Affairs 
Council before a great many organizations and speak on this subject. 

Mr. CarRNAHAN (presiding). Thank you very much. 

Our next witness is Mr. Charles P. Taft, vice president, National 
Council of Churches of Christ in the U.S. A. 


STATEMENT OF CHARLES P. TAFT, VICE PRESIDENT, NATIONAL 
COUNCIL OF THE CHURCHES OF CHRIST IN THE U.S. A. 


Mr. Tarr. Mr. Chairman and members of the committee, my 
name is Charles P. Taft. I am testifying here on behalf of the Na- 
tional Council of Churches of Christ in the United States of America, 
on the basis of its official policies and by authorization of its appro- 
priate bodies. I am vice president of the National Council and 
chairman of its Department of the Church and Economic Life. I am 


appearing here as a designated representative of its Department of 
International Affairs. 






1044 MUTUAL SECURITY ACT OF 1958 


I might say I am also a trustee of the Committee for Economic 
Development and have spoken on its behalf on this subject several 
times. 

I am also chairman of the Advisory Committee on Voluntary Foreign 
Aid, which is concerned with the item appearing on page 63 of the 
State Department’s booklet, Ocean Freight, Voluntary Relief Ship- 
ments, $2.1 million, which is to make possible the continued support 
of our American voluntary agencies by paying ocean freight costs on 
their relief shipments abroad. 

The $2.1 million is, I believe, $100,000 less than was appropriated 
last year for this purpose, but this is not a serious cut because there is a 
provision for additional ocean freight, as I suppose this committee 
knows, through the agricultural appropriations and through that some 
of the surplus agricultural commodities which are turned over to the 
agencies are shipped abroad. 

Also, that is not specifically referred to in the State Department 
presentation, and I thought it should be on the record of this com- 
mittee. It is a substantial sum. All of the overhead involved in 
it, other than the freight, and the handling and distributing of it in the 
foreign countries is paid for by the agencies and, as I will point out in a 
moment, the Department of Church World Service of the National 
Council of Churches is 1 of the 4 large church agencies which are the 
major agencies for distributing this kind of goods in foreign countries. 

I was also cochairman of the Fourth and-Fifth Conferences on Inter- 
national Economic and Social Development. The fifth one took place 
just a few weeks ago, with considerable glamor, shall I say, in the city 
of Washington, under the leadership of Eric Johnston, and I am sure 
the committee is familiar with it. 

I might say also that some of the resolutions which I am presenting 
have to do with trade. I am professionally engaged, in connection 
with the extension of the reciprocal-trade agreements, and I have 
personally taken no part in that phase of the activities of the national 
council. 

The National Council of Churches has as its constituent bodies 34 
Protestant and Eastern Orthodox communions, which have a total 
membership of approximately 38 million persons. While, of course I 
do not presume to speak for these individual church members, the 
views which I am presenting were adopted after careful study and 
discussion, by the officially chosen representatives of the constituent 
communions and the responsible bodies of the National Council of 
Churches. We make it an essential part of our legislative process that 
all major viewpoints are present and participating long before adop- 
tion of any policy. 

With your permission I wish to file in the record of your hearing my 
complete statement, including our summary on our position on foreign 
trade—that is the pamphlet headed, “International Trade and Aid,’ 
which is attached to the copy of my statement. 

Mr. CarNAHAN (presiding). Without objection, it will be included 
at this point. (See p. 1052). 

Mr. Tarr. This was adopted, with only a scattering of “no’”’ votes 
and with no opposing statements, by the large triennial assembly of 
the national council at St. Louis, last December, and it was reaffirmed 
by the general board, which consists of perhaps 90 members present, 
ordinarily, in February. 
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To save your time, I will only emphasize some of the highlights of 
this complete statement. 

The general position of the churches on mutual aid as expressed 
through the National Council of Churches, is this: 

On the basis of Christian concern and in keeping with the actions 
of many of our constituent bodies, we hold that the United States 
should continue to develop, improve, and expand programs of techni- 
cal assistance, economic aid, and international trade, such as will 
make for stability, justice, freedom, and peace for the ‘peoples of the 
underdeveloped areas of the world and for all nations, including our 
own. 

The National Council of Churches believes it has a responsibility 
to adopt and make known a position on foreign economic policy, in- 
cluding mutual aid and trade. The achievement or failure to achieve 
the Christian goals of dignity and worth of the individual, the brother- 
hood of man and world peace, is dependent not only on the behavior 
of each of us as individuals but also on group action, including govern- 
mental policy, which is therefore a matter of Christian concern. 

Governmental policy and mutual aid and trade has an important 
bearing on the relations and well-being of people and of nations. 
What happens to people and nations in the world community because 
of the economic facts of life are matters of concern for religious faith 
and values. In such matters, the churches have a particular interest 
and competence. 

Economics, I may say, is based on human interrelationships in earn- 
ing one’s living and in consuming goods and services. 

First, the churches have long centuries of experience in working 
around the world, helping people to help themselves in practical ways 

In mission work, the churches pioneered in technical assistance and 
economic aid. They developed programs of education, literacy, 
literature, medicine, public health, agriculture, industry, communi- 
cations, and leadership traming. ‘Today, churches working through 
our division of foreign missions, by voluntary contributions of over 
$40 million per year support over 10,000 workers, who cooperate with 
more tens of thousands of trained nationals in over 50 countries. 
They continue to carry on expanding programs in schools, colleges, 
universities, training centers, agricultural stations, farms, shops, 
clinics, and hospitals. 

I might add that they have long since gone to the policy of training 
and developing native leadership in each of these kinds of activity, so 
that there are more and more in those countries native churches, 
native schools, under the direction, control, and frequently the finan- 
cial support of the natives of those countries. 

In helping to meet crisis situations, the churches working through 
our department of church world service, contribute over $12 million 
and send over 300 million pounds of food, clothing, medicine, and 
other necessities. They help to distribute surplus foods, give many 
kinds of relief in disasters, and pioneer in village and community 
projects, always working in close cooperation with the people overseas 
to help them to help themselves. 

Also related to the National Council of Churches, the United 
Christian Youth Movement, the United Student Christian Council, 
and United Church Women carry on projects and aid around the 
world. Through these and other units working in international 
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programs, we furnish considerable money and send persons into over- 
seas programs who have a deep sense of concern for the emerging 
peoples of the world. 

he National Council of Churches has special departments devoted 
to economic life and international affairs. In these departments out- 
standing Christian laymen who are qualified in various related fields 
of specialization are regularly brought together to consider important 
current issues and to develop policy statements which represent both 
the general concerns of the churches and the best informed judgment 
of laymen who are particularly competent in the matters under 
consideration. 

The churches through the National Council have consistently taken 
the position that constructive mutual aid and trade promote the 
economic health of the world and help to create the conditions of peace. 

The churches through their worldwide stationing of workers in 
mission and service enterprises have access to firsthand knowledge of 
the effects of mutual-aid policies and programs on people in many 
countries. 

In the worldwide cooperative work among different church com- 
munions, notably through the World Council of Churches and its 
Commission of the Churches on International Affairs, Christian groups 
in more than 50 countries meet in periodic international conferences, 
and carry on continuing contacts in which views are exchanged with 
respect to the mutual impact of the foreign-economic policies of 
nations. Anyone familiar with United Nations operations will tell 
you of the wide knowledge and effectiveness of Sir Kenneth Grubb, 
chairman, and Fred Nolde, executive of the commission. 

Out of such long, fruitful, widespread experience and observation, 
the churches have reached the conclusion that there is an urgent, 
continuing need for voluntary and private programs, and the churches 
are, in fact, increasing their efforts in this field. We are convinced, 
also, that there is urgent need at this time for our Nation to develop 
public programs of mutual aid of greater scope and magnitude, ex- 
panded to the extent of our national capabilities but limited obviously 
by the capacities of the underdeveloped areas to utilize and absorb 
them. 

ao like to add a few notes here on the more practical aspects 
of this: 

Two-thirds of the people of the world live in underdeveloped areas. 
They have one common condition only because they vary greatly 
otherwise and that is poverty. Their production is about $100 per 
year, on the average, compared to $2,000 per year, per capita, for 
the United States, and $1,000 a year per capita for the better developed 
nations, and their life expectance is about 36 years, about half of the 
rest of the free world. 

They are no longer satisfied to accept this poverty quietly and the 
situation therefore is obviously explosive. It not only invites Com- 
munist subversion but it certainly lends great force to the efforts of 
the Soviet Government to declare war by trade. 

I won’t repeat, because I am sure it is in your record, a quotation 
from Mr. Krushchev, given to Mr. William Randolph Hearst last 
November, which appears at page 19 of the State Department 
presentation. 
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I recognize, of course, that Communist aid is no doubt exaggerated. 
Nevertheless, it would be a great mistake to do what the Germans 
did at the beginning of the Second World War, and that was to under- 
estimate them. Certainly, we have had experience in other fields 
which indicates that we must give at least substantial credit to what 
they can and do expect to do if they think it important, and this is 
obviously one which they now think is important. 

So far as trade increase is concerned, it is more important for 
Europe. The increase in trade, however, does give opportunities for 
American work and travel abroad. It does enrich American con- 
sumers, and there is no question that we get from these under- 
developed countries a major proportion of many critical raw materials. 

I would only add that the encouragement of capital investment is 
certainly necessary. Government money probably has to provide 
the basic facilities, which we must help on, because that helps promote 
stability. But technical assistance to a greater degree in manage- 
ment and in finance management is certainly highly desirable. All 
of that leads to the possibility of the increase of the private capital 
flow. 

The competence of the churches to speak on religious and moral 
questions is well established. It is on these grounds that we primarily 
base our support for constructive mutual aid. In mutual aid we are 
dealing ultimately with immediate questions of life and death and 
long-time questions of the nature of man and his destiny. These 
are moral and religious questions which rest on theology and religious 
faith. 

While having a basic concern for the religious and moral issues, the 
churches recognize some of the so-called practical arguments for 
mutual aid—which also have certain moral values and issues involved 
in them: One is that mutual aid is essential in the struggle between 
freedom and Communist tyranny, to help the newer and less de- 
veloped nations to maintain their independence with growing stability 
and liberty. A second practical argument for mutual aid is the 
military one, to help support other nations in collective security. 

Most church people would support programs for collective security, 
but we hold that military programs and defense support cannot by 
themselves develop peace, and that indeed an overemphasis on them 
can endanger peace. Peace is jeopardized when military might is 
exalted at the expense of constructive programs in economic, political, 
ideological, and moral terms. 

A third practical argument for constructive mutual aid is that it is 
good business both for others and for ourselves in the present and in 
the long run. In this time of economic difficulties in our Nation, a 
good case can be made not only for maintaining but even increasing 
our mutual aid programs since about 75 percent of these funds go 
into the pockets of business and people in our country. 

I would only add—perhaps I shouldn’t tilt with distinguished 
Members of the Congress, but the offshore purchases, it seems to me, 
should be continued because they supply dollars which pay for our 
exports, and export employment here is essential to recovery. 

I am certainly in favor of the economic aspects which support 
foreign aid, but | am speaking today for the churches and I am proud, 
not reluctant, to emphasize some basic religious and moral founda- 
21862—58—pt. 8—9 
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tions which compel us as a nation to greater responsibility in con- 
structive mutual aid programs: 

1. Humanity is indivisible; we are all interdependent under one 
God, Creator of us all. 

2. Our stewardship as a wealthy nation in a world of poverty com- 
pels us to share in more adequate programs of mutual aid. 

3. Another principle of moral and spiritual truth in mutual aid is 
this: When men and nations do not have real concern for the lives 
of others in need, they follow the ways of decline and death; when 
they do care for others, they follow the ways of life and mutual 
well-being. 

4. We believe human life is sacred, being of primary value; so 
mutual aid is indispensable, as it literally makes the difference between 
life and death for some people, and improves living for millions of 
others. 

5. In mutual aid we actually go beyond material realities, to the 
things of the spirit and a witness to our basic values in the method 
and amounts we share in such programs. 

The breakup of the Athenian Alliance, 2,300 years ago, in that 
extraordinary Greek nation that is one major source of our civilization 
today, was at no time due to outside Persian or Macedonian power, 
but was internal because of its abandonment of mutual aid with its 
spiritual foundations. 

In constructive mutual aid, the practical and the moral are not in 
conflict but in agreement; realism and Christian idealism meet in 
accord; self-interest and altruism are joined. From the perspective 
of religion and morality, we believe that our national self-interest 
at this moment of history is best fulfilled in recognizing that our 
destiny is inescapably bound with the destiny of the world. 

Based on our experience in overseas service and our moral concerns 
in international affairs, the churches have evolved through the years 
several principles which we believe essential for making our Govern- 
ment’s foreign aid programs as effective as possible in helping to 
develop the conditions of peace with justice and freedom. As set 
forth in official statements, these principles include the following: 

1. Our Nation should assist our fellow men in underdeveloped areas 
to the full extent of our capabilities, and their absorptive capacities. 

2. The programs should be seen in terms of mutual aid; the pro- 

rams should help people to help themselves in lifting their levels of 
Eoin. 

3. Programs should be based on an understanding of the problems 
of other peoples, and a continuing concern for their economic develop- 
ment. 

4. Both public and private programs need to be strengthened and 
expanded. 

5. Programs of technical cooperation should be increased. 

6. Larger sums of capital should be made available from public and 
private sources, for economic development. 

7. Trade should be facilitated in order that desirable goods may be 
bought and sold more readily. 

8. The best possible personnel must be employed to represent our 
highest interests overseas. 

9. A long-term basis is needed in financing, programing, and admin- 
istering aid programs. 
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10. Increasing emphasis should be placed on the use of international 
agencies, such as regional organizations and the United Nations. We 
welcome the leadership of our Government in the new program, 
SPUR—-special projects for underdeveloped regions—developed in the 
12th General Assembly of the United Nations. 

11. Although all parts of our foreign policy are interrelated, pro- 
grams of technical and economic aid should be planned and admi.- 
istered in relation primarily not to military considerations but to 
economic and social needs and opportunities. This is also the best 
politics. 

I call your attention to the record of an unprecedented 3 days of 
hearings on the subject of mutual aid for testimony by religious 
leaders, held by your House Foreign Affairs Committee sitting as a 
Committee of the Whole on International Organizations and Move- 
ments, May 28, 29, and June 5, 1957. Many of you are familiar 
with this record, but it emphasized to you something of the breadth 
and depth of concern of the religious groups of this country for con- 
structive mutual aid. Please note some of the remarkable agreements 
on particulars. During those 3 days, 15 outstanding religious leaders 
testified, generally representing official positions ot their organizations. 
These included Protestant, Orthodox, Unitarian, Roman Catholic, 
and Jewish leaders; several of the Protestants represented the National 
Council of Churches and also particular units such as United Church 
Women and the United Christian Youth Movement; the Protestants 
were from the following churches: Southern Baptist, Methodist, 
Presbyterian, Congregational Christian, Protestant Episcopal, Lu- 
theran, Friends. All favored improving and increasing constructive 
mutual aid programs for economic Gueckopanest, technical, and inter- 
national cooperation. No one opposed such programs. 

No one proposed reduction of any such programs; all who com- 
mented or were questioned on that idea opposed reduction; there was 
strong conviction, indeed, that such programs should be strenghthened 
and expanded. 

Most admitted to a necessity for maintaining collective military 
security including foreign military aid and defense-support funds. 

All favored separating military types of aid from other types. 

All held that much more important than military aid are programs 
for economic development, technical assistance, and international 
cooperation. 

All favored the principle of more flexibility and more long-range 
authority for such programs. They held that such provisions would 
make for more businesslike planning and efficiency in mutual aid 
programs. 

All who commented or were questioned as to loan programs for 
economic development favored the principle; they also felt there is 
some continuing need for grants. 

There was general agreement of views that the multilateral programs 
through the United Nations and its specialized and related agencies 
should be increased and strengthened. None wished to reduce appro- 
priations through the United Nations or its agencies. Specific refer- 
ence was made in this connection to the United Nations expanded 
technical assistance program. ‘The hope was expressed that the 
United States would not reduce its percentages in this, but rather 
would help to increase this program. 
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Thus there is seen to be strong unanimity of convictions on the 
part of the religious leaders of many different faiths and denominations 
on principles and particulars in mutual aid programs. 

On the basis of official policies of the National Council of Churches 
certain implications follow for particulars in the mutual security 
program proposed for 1959: 

As to magnitude of the programs for economic development and 
technical cooperation, the policy of the National Council of Churches 
indicated a need not to cut these items but to increase them in the 
direction of the full extent of our capabilities as a Nation and the 
absorptive capacities of the cooperating nations. We believe that 
such government programs along with private ones, need to be 
strengthened and expanded. 

Programs of technical cooperation should not be decreased but 
increased. 

Larger sums of capital should be made available for economic 
development, together with companion measures encouraging private 
investment abroad. 

The Development Loan Fund started last year should be expanded 
as a further step in the direction of meeting needs such as are cited in 
the policy statement of the National Council of Churches. 

A long-term basis is necessary in financing, programing, and ad- 
ministering aid programs. This principle supports further the idea 
of developing a more substantial long-range loan fund for economic 
development. 

Greater emphasis should be placed on the use of international agen- 
cies such as regional organizations and the United Nations. This 
principle is in opposition to reducing the United States percentage for 
the United Nations expanded technical assistance program. 

I might enter a personal footnote that I agree with that, but on the 
whole it seems to me our aid should continue to be administered 
through the agencies of the United States where it is now being done 
in that way. 

In terms of constructive world leadership, our Nation does well not 
to make a retreat in United Nations technical assistance programs 
but actually to give more vigorous and generous leadership to these 
undertakings which mean so much to so many people of the world for 
so relatively little money. 

Although all parts of our foreign policy are inter-related, programs 
of technical and economic aid should be planned and administered in 
relation primarily not to military considerations but to economic 
and social needs and opportunities. This means that the churches 
hope this pri.ciple will be embodied in a specific proposal to separate 
the military programs from economic development and _ technical 
cooperation. 

I would only say as a footnote that I find great difficulty in sepa- 
rating defense support from general economic aid, because it is exactly 
the same process, and it must be administered in the same way in 
the 7 or 11 nations getting defense support as it is in the nations not 
getting military aid. Yet it seems to me highly desirable if it is pos- 
sible to separate in the public mind the two functions. I have sug- 
gested at another time this might be done simply by separating the 
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bills, but this committee will know better than I whether that is 
possible as a practical matter. 

I think it is largely a question of the education of the American 
public on the distinction between the two, and I have found in makin 
a good many speeches on this subject that this is a distinction which 
is not recognized by many persons—even intelligent persons. 

Since the administration is not proposing such separation this year, 
as it did last year, it is hoped that leadership in Congress will be given 
to separating economic and technical assistance from military aid. 
We believe that clarification of purpose and types of programs would 
bring increasing public support for constructive mutual aid. 

A primary issue of our time is whether the United States will 
reorganize and assume its full role as the responsible leader among 
partners in the free world. Our Nation has done well in such construc- 
tive programs, but even larger, more exciting challenges and oppor- 
tunties lie before us as a Nation at the zenith of wealth and power. 
We may even be able to make a new type of history, by the grace of 
God, if we are willing to move ahead into a new kind of constructive 
world leadership for more justice, freedom, and peace. But we must 
take further necessary steps this year in mutual-aid legislation toward 
such a more mature, responsible role in the world of nations. 

The people of this country are ready, we believe, to respond more 
fully to courageous leadership by the administration and by the 
Congress for a more responsible role in world leadership in moral, 
economic, and social terms. Many reliable polls of public opinion 
have shown this to be true. 

The widespread support among the people of our churches is 
suggested in the action of the General Assembly of the National 
Council of Churches meeting in St. Louis, December 5, 1957, when the 
representatives of the churches from across the Nation voted virtually 
unanimously on a policy statement on “International Aid and Trade.” 
In it, we said: 

As Christians we feel compelled to give our special support to the further 
development of foreign policies of the United States which will reflect our interest 
in man’s welfare in other countries as well as in our own. 

After spelling out the various principles for aid and trade programs, 
we concluded: 

This assembly advocates balanced, expanding programs of international aid 
and trade to the end that in this interdependent world its various peoples, all 
created and cared for by God, may have a more abundant life, with more well- 
being, knowledge, justice, freedom, and peace. 

Again in February, the general board of the National Council of 
Churches, our policymaking body between general assemblies, re- 
affirmed strong support for an “expanded nonmilitary program of 
mutual aid and programs for reciprocal foreign trade.” 

In this new nuclear-space age, the churches have thus affirmed and 
reaffirmed their strong support for constructive international pro- 
grams. We hold that accelerated military responses to the challenges 
of this new era of human history are not enough; that there must be 
expanding, improved programs for promoting economic, political, 
social well-being and human values among the peoples of the world. 
(The pamphlet referred to by Mr. Taft follows:) 
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INTERNATIONAL AID AND TRADE: A STaTEMENT OF PoLicy ADOPTED BY THE 
GENERAL ASSEMBLY OF THE NATIONAL COUNCIL OF THE CHURCHES OF CHRIST 
IN THE UNITED States OF AMERICA, MEETING IN St. Louris, DEcEMBER | To 6, 
1957 


OUR CHRISTIAN CONCERN 


Oneness in Christ across the nations requires mutual aid and trade. 

As Christians we feel compelled to give our special support to the further 
development of foreign economic policies of the United States which will reflect 
our interest in man’s welfare in other countries as well as in our own. We believe 
that constructive policies of international aid and trade are essential to the creation 
of conditions of peace with justice and freedom. 

The natural wealth of the world and the capacity to transform raw materials 
into desirable goods are not evenly distributed among nations. Our own country 
is richly endowed and highly developed. Some countries may be able to produce 
many commodities efficiently but have serious shortages in other essentials. Still 
other lands have such a low level of production that most of their citizens live in 
poverty, disease, and illiteracy. These nations are all in our world and their 
people are all in God’s concern. As Christians, we cannot help but be distressed 
by human niisery and misfortune wherever it may be, and seek appropriate ways 
by private and public means to promote the wealfare of our fellow men, 


INTERNATIONAL TRADE 


Trade in goods and services as a cooperative effort benefits both buyer and 
seller. On the basis of the principle of mutuality, in our own interest and in that 
of our neighbors, our economic foreign policies should seek expansion of trade 
We believe that encouragement should be given industry to expand its interna- 
tional tfade by constructive governmental policies. As a means of lowering bar- 
riers to trade, we support the principle of reciprocal trade agreements. We hope 
this program will be extended for at least another 5 years without weakening 
amendments. We urge that in its provision and operation there be less emphasis 
on reinforcing trade barriers and more on expanding trade. Further, we endorse 
United States participation in the international machinery necess2ry for efficient 
and orderly administration of the reciprocal trade agreements system such as is 
planned for in the proposed Organization for Trade Cooperation. While advocat- 
ing the strengthening and extension of the reciprocal trade system, we are aware 
that some agreements may have certain local adverse effects. We hold, therefore, 
that as our Government adopts measures to strengthen international trade it 
should also approve programs of special assistance to areas, industries, and people 
adversely affected, to aid them in adiusting to the new conditions brought about 
in efforts for the larger good in an interdependent world. 


TRADE BENEFITS US AND THE WORLD 


It is important not only that trade among nations be expanded, but also that 
it be stable. Any significant decline in United States business activity would 
have serious repercussions abroad as well as at home. There will be specific 
benefit to our national economy because of policies which will increase trade, but, 
even more, we urge such policies because they can be of much greater benefit to 
other countries more dependent on trade. Most of all we support such policies 
because they represent an important element in the construction of international 
cooperation which is so essential to building a world of more justice, brotherhood, 
and peace. 

ECONOMIC AND TECHNICAL AID 


We recognize that trade alone will not enable economically underdeveloped 
countries to realize their potentialities for economic growth and social progress 
including freedom. Both private and public aid, in the form of technical coopera- 
tion and capital, is indispensable. Assistance in long-time capital loans on 
favorable terms and capital grants, on a more limited basis, will be needed over a 
long period of time to enable such areas to establish their own economies and 
their place in the world market. Greater use should be made of international 
agencies, such as the United Nations and regional organizations. Technical and 
economic aid, while related to other parts of foreign policy, should not be primarily 
for political and military considerations, but for the purpose of helping people to 
meet economic and social needs and opportunities. 
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IN SUMMARY 


This assembly advocates balanced, expanding programs of international aid 
and trade to the end that in this interdependent world its various peoples, all 
created and cared for by God, may have a more abundant life, with more well- 
being, knowledge, justice, freedom, and peace. 

Mr. Carnanan (presiding). Thank you very much, Mr. Taft, for 
your statement. 

We will now proceed with the questioning. 

Mr. Vorys. 

Mr. Vorys. Mr. Chairman, I hope it won’t be held against the 
witness that he and I were classmates at Yale and have been dear 
friends all of our lives. 

Mr. Tarr. And we both got knocked out in the same football 
game. It was the end of our football careers. 

Mr. Vorys. This is a splendid statement you have made on behalf 
of the Council of Churches, and I want to remind you that within 
the last 24 hours we have had support of this program from the 
United States Chamber of Commerce and the AFL-CIO, from the 
Farm Bureau. 

You have been here and heard the testimony of these splendid 
women’s organizations. 

In view of that sort of support, it is just hard to realize that there 
is so much opposition to it. It is of interest that the orgarizations, 
to have the facilities to find out what this is all about, the good and 
the bad parts, come around to supporting the thing. And yet the 
members who support those organizations, including the churches, 
many of them don’t avail themselves of this work that their own 
organizations have done. 

One other thing, Mr. Chairman, if you will give me time, I am glad 
you mentioned the enormous amount of voluntary technical assistance 
that the churches carry on. I hope that the churches will never let 
up in their missionary efforts and start to rely on Government. I 
think what you have said here states their position. They are going 
to do all they can, but think that more can be done. 

I am of the opinion that by and large the accomplishments of the 
voluntary nongovernmental activities of the American people, largely 
through their churches, has been a great contribution to development 
all over the world. 

Mr. Tarr. Mr. Chairman, may I add a footnote to that? 

I spoke in Phoenix about a month ago, and after I got home, I 
received a letter from a gentleman named Hatch, who is 3 hours 
from Phoenix, working with Indians. 

Mr. Hatch is the gentleman who was a YMCA missionary in India 
and who picked up the cashew nut, taught them how to raise it 
better, taught them the modern agricultural cooperative methods and 
started shipping cashew nuts to the United States. 

He then went to Mexico, where, under the same auspices, he did a 
similar agricultural technical assistance operation, and now, as I say, 
is working with our own Indians in exactly the same field in this 
country. 


Mr. Vorys. You remind me of one, and then we are going to quit 
reminiscing here. 
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Mr. Tarr. The one thing I would like to mention in connection 
with that is: 

The only bad mistake that I know of in the beginning of the point 4 
program in which this is included was in failing for a period of almost 
2 years to call on any of the churches for their experience in the field. 

“Mr. Vorys. Good. That brings me to the one I wanted to bring up. 

A few years ago we had sitting before us a representative of the 
point 4 technical assistance program, and in discussing India, he said, 
“‘We developed a steel plow point to put on a wooden plow in India.” 

I said, ““Wait a minute. Who do you mean by ‘we’?” 

He said, “Our agency.” 

I said, “Listen, young man, Sam Higgenbottham, a Presbyterian 
missionary, developed that probably before you were born, in India.” 

So we can learn a lot about technical assistance from the church 
people who worked all over the world, long before we thought of 
such programs. 

Now, I do quit, Mr. Chairman. 

Mr. CarNnAHAN (presiding). Mr. Selden. 

Mr. Seipen. Thank you, Mr. Chairman. 

Mr. Taft, I, too, want to commend you for a very fine statement. 

I was particularly interested in your comments on the separation of 
military and economic aid. There are several of us in this committee 
who have been attempting to separate these two types of aid for 
some time. We were successful in the committee la st year but 
failed on the floor of the House of Representatives. 

I want to assure you that the committee will have an opportunity 
to separate military and economic aid again this year. If no one 
else offers an amendment to that effect, I plan to do so. 

Thank you, Mr. Chairman. 

Mr. CarNaBAN (presiding). Mrs. Bolton. 

Mrs. Botton. I thought that Mr. Vorys stopped in the middle of 
what he started to say, but apparently he didn’t. 

We need—when I say “we,” I think of Government—we need very 
much to have those organizations that have appeared before us in 
favor of the program, we need to have them fan out in all directions to 
the people of this country. I do what I can in my area, but I find 
that there is far more unwillingness to go along with this program, 
and a considerable amount of almost vicious criticism of it, this year 
than there was last year, and than there was the year before. 

I think we need the intelligent, quiet, unemotional help of every 
possible organization, person, and nonorganization person if we are 
going to carry this. 

My experience in the Near East this fall and across north Africa 
has made me feel that if we don’t find ways of continuing this, we 
will find ourselves in a position of isolation that even the Midwest 
hasn’t conceived. We must be in a position where, when people need 
help, we give it. 

I just have that to say. Perhaps you have a comment to make on 
it. We need you very much. 

Mr. Tarr. Well, I think the organizations who are interested are 
doing all that they can. 

Mrs. Botron. I don’t think they are. That is why I am saying it. 
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Mr. Tarr. I say, ““What they can,” because there are limitations 


obviously on what they can do, but certainly will do everything they 
can. 


Mrs. Bouton. Thank you. 

Mr. Vorys. Would the gentlewoman yield? 

Mrs. Bouton. Yes; happily. 

Mr. Vorys. Charley, I know you have thought of this, and we all 
have, and you are her e today representing the churches. We have 
various churches in this country, and religious faiths and involved in 
this program are those of many religious faiths. But this is very near 
the first time in the history of the people who believe in God in their 
own ways—and sometimes in very different ways—had as an enemy 
an outfit that just didn’t believe in God. Where atheism was the 
state religion. It is a lineup we have never had before, and it seems 
to me that the church people should kind of keep that in mind. 

Mr. CARNAHAN (presiding). Mr. O’Hara. 

Mr. O’Hara. Thank you, Mr. Chairman. 

Mr. Taft, I have been heartened by every word that you have said. 
I was particularly moved where you say we may even be able to make 
a new type of history, by the grace of God, if we are willing to move 
ahead into a new plane of constructive rural leadership, “for more 
justice, freedom, and peace. 

It seems to me that you have hit the nail on the head in that. We 
are moving forward on our religious concepts. 

Thank you very much for this message, today. 

vA CARNAHAN (presiding). Dr. Judd. 

Mr. Jupp. Thank you, Mr. Chairman. 

Tt is always a pleasure, sir, to have you before our committee or to 
be associated with you in any place or in any activity. 

I would like just to underline what has been said by others, that the 
great problem is not to get organizations to come here and speak to 
the committee. It is for the organization to convince its own 
members. 

You said in the beginning: “While I, of course, do not presume to 
speak for the 38 million members.” It always seems to me the first 
duty of religious leaders is to speak not for, but to their members. 
If those 38 million members saw what you see and what their minis- 
ters, their various board and council executives see, we wouldn’t have 
this problem (1) of getting support for this program; or (2) getting 
the right kind of persons to be willing at a sacrifice to go into these 
tough positions in remote and unattractive parts of the world. The 
problem would be more readily soluble from the finance standpoint, 
personnel standpoint, and attitude standpoint. 

We are glad to have your testimony. All of us here have to vote 
on these things. When we get letters from good Christian laymen 
blasting us with violent language because we are engaged in this 

allegedly crazy, softheaded, crackpot, giveaway program, we go ahead 
hecteane we are convinced it is right; but it is an uphill fight, and it 
seems to be getting harder. 

1 just hope that \ you will let us send this message through you, back 
to your members, even as you bring to us a message from them. The 
real task is not to convince us, the real task is to convince your 38 
million members. 

We said the same thing to the AFL-CIO people this morning, and 
to the chamber of commerce representatives and to the Farm Bureau. 
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We said the same to the PTA and I think something was said along 
the same line to you, Dr. Woodbury, of the AAUW. 

Sometimes we seem to be at a door that is closing. We simply 
must find a way to break through to the minds of the rank and file, 
so that they see this, as you well put it, from the overall standpoint 
of the nature of the universe—moral law—and the nature of man, and 
also from the practical standpoint. 

You have made a fine statement. I appeal to you for help. 

Mr. Tarr. Mr. Chairman, I would like to add one thing which I 
touched on, I suppose, but not directly, and that is that there is a 
very real bearing on this in the bill that passed the House recently— 
and I am not sure whether I am walking in where angels fear to tread, 
because it certainly divided the legislative from the Appropriations 
Committee—the bill sets up an annual budget of actual expenditure 
over 12 months of each fiscal year. 

I am sure that the basic cause of the inadequate understanding by 
the American public has been in the fact that there were carryovers; 
there were large appropriations and then small appropriations, without 
any reference to the exact amount spent in each fiscal year for each 
of these purposes. That is No. 1. 

No. 2 is that it was not clear that so much was military hardware, 
that so much was defense support for 7 or 11 countries, whatever 
number you choose to pick; that so much was for relief—and the aver- 
age is almost $200 million each year. It is very high, anyway. 
You perhaps know the figures better than I do—that so much was 
for aid divided among 73 countries and left a relatively small amount 
of economic aid for each of them, and that $165 million which I am 
glad to see is the same amount almost and not reduced in proportion 
to the other items, for technical assistance—$165 million. 

I have found, and I have had 2 speeches in the last 2 days to groups 
that were certainly not friendly to start out with, that the mere state- 
ment on this division of the money per year has proved the most 
convincing thing to them. 

They said, ‘‘Well, I never understood that that is what it was.” 

Now, I don’t know whose fault that is, and I don’t know how you 
cure it, but certainly anything you can do to clarify those specific 
figures—I have used the old ones: 

Three billion dollars for military hardware, $1.2 billion for defense 
support, and so on, down the line. 

I told them those are not the figures this year, but these are the 
proportions. And it is perfectly astounding how few people really 
understood that. 

Now, there has to be some help from Washington. I agree it has 
to be spread also in the field, but there has to be some help from 
Washington on this major line of distribution of the total sum in- 
volved. 

Mr. Jupp. You have underlined what I tried to say, that the job 
still has to be done, and when we do it among those who know us 
personally, we can perhaps have some influence. But we Congress- 
men are a little more suspect than the average citizen is, or than the 
clergyman is when he stands up in his pulpit and talks about this 
issue, or the leader of a women’s organization. There is a general 
assumption in America that every man in public life is thinking first 
of his own political fortunes. They don’t see quite where it is, but 
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there simply must be some ulterior motive for almost everything he 
does. 


I hope you will get your speech mimeographed and sent to all the 
clergymen and lay leaders in these congregations. That is one of the 
best things I know of that the council could do with some of its funds 

Thank you. 

Mr. CARNAHAN (presiding). Mr. Saund. 

Mr. Saunp. Thank you, Mr. Chairman. 

Mr. Taft, I can’t add any more to what Dr. Judd said. We are all 
in the same predicament. If you can help to arouse the members of 
your congregation to give a little support in this program, it will be 
helpful. 

I don’t find any support in my district. I have received letters 
against it, and I have been abused for voting for the foreign aid pro- 
gram, even though I voted for a 25 percent cut in what the President 
asked for. It will be necessary to get help. Those of us in Congress 
who support this program are in real trouble. The opposition has 
mounted. I was back in the district for 10 days, and wherever I went, 
they said, ‘‘What do you mean, giving this money away to foreign 
people when our own people are out of jobs, and all of that?” 

It can be stopped and there can be a movement started in the other 
direction by an organization like yours. That is the way you can 
really help, because it is going to be rough going in Congress. 

Mr. Tarr. I will try, Mr. Saund, but it is harder in California where 
you come from than it isin Ohio. Ohio is bad enough. 

Mr. Saunp. I certainly wish to commend you for your statement. 

Thank you, Mr. Chairman. 

Mr. CarnanaN (presiding). Your statement is greatly appreciated. 
I would like to read briefly into the record again, to bring us down to 
date, a statement which was made at the opening of that series of 
hearings. It won’t take but just a minute: 


These hearings and our study of the many varied problems involved will require 
careful, accurate and balanced judgment from many viewpoints directed toward 
what should be and is becoming a more clearly defined and understood overall 
objective of the United States foreign policy. 

As our committee considers the present proposal of the President for continua- 
tion of the mutual security program, we will again carefully review the 9-year 
history of the program. 

The review of this year is of more than ordinary significance, since the entire 
program has progressed from emergency beginnings designed to cope with specific 
situations, to the basic objectives which are common to developing countries 
regardless of who they are, or where they are. 

In such a multifactor study of mutual security we will, among other things, 
restudy our own approach to policy decisions with the necess: ary supplementing 
legislation. We will restudy the overall administration of mutual security down 
to the details of the implementation of specific projects. We will restudy evalua- 
tion of results. 

During such a big and tedious job, we must be careful not to lose our sense of 
balance and overall direction. We must not become so concerned with a few 
individual trees that we fail to plan wisely for the complete forest. 

* * * * * * * 


As the Committee on Foreign Affairs takes up the proposed mutual security 
program for 1958, it will again devote painstaking efforts over a period of weeks 
in analyzing facts, figures, documents and testimony of many kinds connected 
with the program. All of these will be meaningless and unimportant unless we 
keep constantly in mind the basic compelling reasons for a mutual security 
program—the mutual good of all men throughout the earth. 

All men must be concerned about their fellowmen if any of us hope to remain 
free. This concept is the very reot and substance of our great religious teachings. 
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Without the moral and spiritual ideals common to our various religious groups 


as a foundation for foreign policy, no adequate or effective foreign policy is 
possible. 


Our Nation is not great just because of its great material resources. It is great 
because of the use we have made of the opportunity these resources have made 
possible. To the extent that our national leaders continue to draw inspiration 
and direction from spiritual sources, together with the courage to implement that 
leadership will we continue to lead in the building of a world of free people. 

Thank you. 

Mr. Tarr. Will the answer of Mr. Smith be printed in the same 
volume as this, Mr. Smith’s answer to the 88 questions? 

Mr. Jupp. We will get a copy for you. 

Mr. Tarr. Thank you very much. 

Mr. CarNnawANn. Our next witness is Mr. Herman Reissig, inter- 
national relations secretary, representing the Council for Christian 
Social Action. 


STATEMENT OF HERMAN REISSIG, INTERNATIONAL RELATIONS 
SECRETARY, COUNCIL FOR CHRISTIAN SOCIAL ACTION, UNITED 
CHURCH OF CHRIST 


Mr. Reissic. My name is Herman Reissig. I am international 
relations secretary of the Council for Christian Social Action of the 
United -Church of Christ. The United Church of Christ came into 
being in 1957 as a result of union of the General Council of Congre- 
gational Christian Churches and of the Evangelical and Reformed 
Church. I am speaking here today for the Council for Christian 
Social Action. 

I believe what I want to say now, might add to what Dr. Judd says 
about assistance at the grass-roots level. I would like to begin by 
saying something to indicate the importance my organization attaches 
to United States economic aid to other countries. Late last year the 
Council for Christian Social Action adopted a program of education 
and action on this issue which included: 

1. A letter to every church in the denomination signed by the two 
chief officers of the United Church of Christ. The letter was sent 
and it marked the first time that either one of these officers had sent 
a special letter to the churches of his denomination concerned solely 
with a foreign policy issue. 

2. The preparation of a special packet of materials on ‘aid and 
trade.”” This packet was ordered by approximately 1,000 local church 
groups. 

3. The publication of special articles in the denominational journals. 
Five such articles have appeared or will shortly appear. 

4. The selection of a corps of speakers in various parts of the 
country, to whom special materials have been sent, and who have 
agreed to lead discussions on the mutual security program. 

5. A nationwide tour by a member of the staff for the purpose of 
discussing aid and trade with key ministers and lay members of the 
churches. I am now in the midst of this tour. Most of the meetings 
are of an interdenominational character, being sponsored by the 
National Council of the Churches of Christ. Within the past few 
days I have spoken to 12 church groups in New England, in addition 
to a Rotary club and a special luncheon for business men, which, as 
you know, feels it is strongly affected by imports from abroad. 
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Concerning these meetings I shall say only that the response has 
been encouraging. When our people understand what foreign aid is, 
why we give it, and how much we give, much of the opposition to it 
disa pears. 

The activities of the Council for Christian Social Action are war- 
ranted, eccelesiastically speaking, by the fact that both of the de- 
nominations now joining in the United Church of Christ have, in 
their national assemblies, adopted strong resolutions in support of 
technical assistance and ot loans and grants for basic economic 
development. These resolutions represent more than just the think- 
ing of a few individuals who were able to persuade a large assembly to 
give its approval to something most of those present knew little about. 
In the case of one of the constituent denominations, the resolutions 
had been discussed in hundreds of local groups before they went up 
to the national meeting. Making no claim to represent everyone in 
our churches, we are able to say that many thousands of ministers and 
laymen, from Maine to California, want, not less foreign economic 
aid but more than the administration is currently asking. 

Let me now briefly review the kind of argument my church agency 
presents to our people—a line of reasoning to which many warmly. 
respond. 

First, the security of the United States is not merely a materialistic 
and selfish consideration. The defeat or the serious weakening of the 
United States in the struggle with communism would mean more than 
the loss of material values. Here, in our country, with all its grave 
faults, the values of justice, freedom, respect for personality have as 
good a home as can be found on earth. Those whose main interest 
is in moral and spiritual values ought, therefore, to take the liveliest 
kind of interest in protecting the United States. When our military 
leaders tell us, with one voice, that military strength in our allies and 
friends is essential to our security, we, who are amateurs in that area, 
are compelled to accept their opinion unless we are pacifists who see 
only waste and danger in armaments. But my organization is not 
pacifist. That is the first argument for the mutual-security program. 
It is the argument from the national self-interest. But the self- 
interest of the United States is not merely a selfish or materialistic 
consideration. 

Second, and we come now more specifically to the economic aid 
features of the program, we do not believe it is enlightened self-interest 
or good business sense or good political stewardship to disregard the 
growing economic interdependence of the nations and to proceed as if 
economic aid to other countries were merely a tolerable optional 
activity for the humanitarians and idealists who would rather give 
to other people than take care of their own. 

The world is by no means politically and culturally one. It is so 
bound together on the economic level that prosperity is not secure 
anywhere unless it is, at least, increasing everywhere. To concen- 
trate 80 percent of the world’s income in 35 percent of its population 
does not, since the days of the industrial revolution, make economic 
sense. The fact that the United States, with 6 percent of the world’s 
people, has about 50 percent of the world’s produced wealth should 
not be cause for thanksgiving; it should be cause for alarm. It is, so 
my organization believes, bad politics and bad economics. This 
situation, we believe, ought to lead Americans to ask, not ‘““How much 
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longer must we continue to provide aid to other countries?” but 
“What can our country do to help decrease this dangerous disparity 
in living standards?” 

I come now to the motive of moral responsibility. Mr. Chairman, 
we in the churches have been wrestling with this problem: To what 
extent should ethical considerations determine our Government’s 
foreign policy? Does the Government of the United States have a 
moral obligation with respect to human need outside our national 
borders? Have those who feel morally guilty to be living so well 
when most of our fellowmen are in misery—have they a right to ask 
government to be an instrument for discharging some of the moral 
obligation they feel? 

The answer some of us have found runs about like this: The Gov- 
ernment of the United States is not a world relief agency. It exists 
for the benefit of the United States. But what, we ask, is the United 
States? Is it not a political entity with a certain character? And 
does this character not include at least a strong element of such things 
as respect for human life everywhere, compassion for the suffering, 
wherever they may be, moral concern for men, women, and children, 
wherever they live? If the National Government really represents the 
American people, must it not, therefore, be a Government which repre- 
sents their interest in others, as well as their interest in themselves? 
Does not the preservation of the United States, which is Government’s 
sole business, include some expression of the humanitarian aspects of 
the American character? 

But if some still should feel that moral concern for, let us say, human 
misery in India, should be expressed solely through private organiza- 
tions, the answer would seem to be that private organizations are 
inadequate to the task. Even from a humanitarian viewpoint, what 
India chiefly needs is not charity, but capital for her economic develop- 
ment. 

The most effective way to love the Indian people is to help them 
build a steel plant. This, our private relief organizations cannot do. 
Much of the basic developmental work cannot be financed by private 
business. Government-to-government loans and grants are now an 
indispensable channel for the expression of moral obligation. 

Mr. Chairman, I submit it as an opinion, admittedly hard to 
document, that most Americans are not happy about living luxuri- 
ously when so many are in want. They are, deep down, uneasy 
about the fact that 40 million of Brazil’s 60 million people have never 
been to school or seen a doctor. They are not as morally complacent 
and selfish as would sometimes appear. If Government foreign eco- 
nomic aid is adequately explained to them, they will ask the Congress 
to appropriate, not only what the administration is asking, but more. 

Some Americans are bothered by reports of waste. I gather, from 
comments in meetings around the country, that this bothers a good 
many people, and most people seem to cite about 2 or 3 magazine 
articles they have seen quite recently that tell a story of waste. On 
this point I want to quote Mr. Clarence Randall, former chairman 
of the board of the Inland Steel Co. In an article published in the 
Saturday Evening Post on June 22, 1957, Mr. Randall said: 

As I have gone about in many parts of the world, often taking my wife with 


me—at my expense—she and I have been greatly impressed with the dedicated 
quality of the service rendered our country by these remote American staffs, and 
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by the effectiveness of what they are doing. Of course, there have been mis- 
takes. * * * It is my considered judgment that the mistakes in administration 
of our program of foreign economic assistance have been just about comparable 
in character with those that occur in the average business organization, and that 
they stem from just about the same frailties of human nature that prevail in all 


walks of life. 

Mr. Randall went on to cite cases of waste in his own company. 
The difference, he wrote, is that a private business does not have a 
swarm of citizens on its property looking for waste, who then go out 
and write articles and make speeches about it. To which I might 
add that waste and inefficiency in foreign aid are the biggest factors in 
the minds of those who never liked the idea of helping other nations 
in the first place. In the minds of the more farsighted, these things 
are regrettable, but they are not used as an excuse for stopping or 
slashing a vitally important action. 

One of the obstacles to public support of this program, Mr. Chair- 
man, is the widespread impression that the United States is giving 
much larger sums than is actually the case. I have had a number 
of meetings in Missouri, recently, and at a meeting in St. Louis a 
man stood up in the back of the room and said, “We have given 
billions to India, and now we are told the United States is not popular 
io India. If that’s the way they feel, why should we go on helping 
them?” The fact is, of course, that in 12 years the United States 
has not given even 1 billion to India, let alone billions. 

Incidentally, my organization would be inclined to agree with the 
suggestion made by a Member of this Congress to the effect that if 
we acted in accordance with our own selfinterest, not to speak of 
humanitarian motives, we would embark upon a kind of Marshall 
plan for India. We did not save China. We might help to save that 
crucially important subcontinent of India. 

I should like to call your attention to a story in this morning’s New 
York Times, from the Times’ chief correspondent in India, Mr. A. N. 
Rosenthal. He speaks down here of the State of Kerala. He says 
that while in the last election there were 12 million votes for the 
Communist Party throughout India, in Cerala, the party got more 
than 2 million votes. That is 35 percent of all the votes. the Com- 
munist votes cast in India, were from this one State. 

Now, earlier in the article he says, about this State: 

The solemn-faced college boys studying their textbooks in the buses know they 
will be graduated into the biggest army of educated unemployed in India. The 
peasant leading the bullock that turns the huge log vessel and the stone mortar 
where the oil is squeezed from the coconut meat earns, if he is lucky, about $24 
a year. In Kerala, land is measured by one-hundredths of an acre. 

Now, I am not suggesting that poverty is the only cause of com- 
munism, but certainly it has a great deal to do with it, and that is 
indicative that that particular State in India gets a large Communist 
vote. 

If we look carefully at the fiscal year 1959 appropriation request we 
find the following. ‘Total request: $3,942 million. Of this, $2,635 
million is for direct and indirect military assistance. This $2,635 
million will, we all agree, be spent for the defense of the United States, 
even if it is done through other governments. This leaves $1,307 
million for what may be called economic aid. But of this amount, 
$625 million is asked for the Development Loan Fund. Not all of the 
$625 million will be returned to us, since the loans can be repaid in 
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“soft’”’ currencies, but much of it will come back. We are left, there- 
fore, with a erand total of $682 million for grants or gifts. 

Mr. Chairman, the wonder is, not that Americans boggle at this 
amount, but that we make any fuss about it at all. And, I am con- 
vinced, that where there is an outcry against “foreign aid” it is almost 
wholly due to the impression that the amount being considered is far 
more than it actually is. 

The Council for Christian Social Action, therefore, respectfully urges 
that this committee recommend that the full amount requested for 
economic aid abroad be authorized and appropriated. If such action 
is opposed by a vocal few, it will, we believe, win the approval and 
thanks of most Americans. 

Mr. CARNAHAN (presiding). We certainly thank you, and I agree 
with you that when our people understand—even just fairly well 
understand—what the program is all about and what it is accomplish- 
ing, it is accepted. 

In your traveling about over the country did you come in contact 
with the objections that are usually raised that we are squandering 
the taxpayers’ money by furnishing dress suits to Greek undertakers 
and iceboxes to the Eskimos, and building shower baths for the 
Egyptian cameldrivers, and furnishing distilled waters to the Philip- 
pines, who have the facilities to distill their own water? 

Mr. Rerssic. Yes. 

Mr. CarRNAHAN (presiding). Was that usually the pattern of the 
objections? 

Mr. Retssic. In my experience people don’t so often mention those 
specific instances. Once in a while they do, but they get up and talk 
about waste in general. They have read these articles hastily. On 
the one hand they think we are giving billions, and on the other 
hand they think a lot of it is being wasted. 

Mr. CarNaHAN (presiding). You get the impression that our people 
are led to believe that most of the money the Federal Government 
spends is spent in this wasteful foreign aid program, perhaps? 

Mr. Reissic. Yes; exactly. This is the astonishing part of it. I 
suppose part of this impression goes back to the Marshall plan days, 
when we were giving away very large sums of money in grants in 
Europe. I had a letter from a woman somewhere in New England 
the other day who was objecting to something I had written along 
this line, and she said “Everybody knows the Socialist Government 
of Great Britain couldn’t endure for a day if it were not for economic 
aid from the United States.” 

I was able to tell her, of course, that Britain gets practically no 
direct economic aid from us now. The economic aid part is shifted 
to Asia and other countries. Europe gets military aid mainly. 
Well, people just don’t know, and frankly, Mr. Chairman, as I sat 
here, it seems to me there are two main problems: One is to somehow 
make clear to the decent and not hardhearted people around the 
country what the program is, and there I think Congress will have to 
help us, since it is awful hard, even for someone like myself, to get the 
figures straight. 

My percentage for economic aid differs from the percentages ar- 
rived at by the National Council of Churches. Every set of figures 
I see is different here. The Friends say we are proposing to give only 
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20 percent for economic aid out of this total for foreign aid. I make 
a percentage much higher, according to Government charts. 

Well, how is the average person out in the field going to know? So 
I think you have to do something about the way the budget is pre- 
sented. 

Then the other thing is the business of getting letters. I think 
there are two difficulties here: One is that a lot of our people are just 
confused and discouraged. Some of them were not necessarily paci- 
fists, they think that our military and economic aid is out of all bal- 
ance, and therefore they won’t do anything in behalf of economic aid 
because they feel we have spent too much for military aid. 

And then we have a lot of people in our churches who I think prob- 
ably have gotten the impression over the years that the thing to do, 
as a religious person, is to go to church and nod your head vigorously, 
when the minister says something, and that is enough. 

They don’t seem to know that in things like this you have to get 
acquainted with your Congressman and write letters. They agree, 
but up to the point of action. It hardly ever occurred to them that 
they have to go out and do something. And they have a kind of 
suspicious attitude, of course, toward politicians. 

I might say that one of my particular interests in talking in this 
general field of social action is to say, as I said the other day at a col- 
lege, that I had known a few politicians and I know quite a lot of 
ministers, and that I thought the average per capita of integrity and 
dedication was at least as high among politicians as it is among min- 
isters. 

I don’t say that here just for the sake of blandishment, but I think 
the difference is that the minister finds it easier to clothe all of his 
actions in pious language—well, there is a suspicious attitude toward 
politics and politicians in the churches. And then the feeling, “Yes, 
we have moral responsibility, but we must do it only through religious 
channels.’”’ They don’t see the place for Government here. 

Mr. CarnaHan (presiding). Mr. O’ Hara. 

Mr. O’Hara. Thank you, Mr. Chairman. 

Doctor, I have been listening to you with a great deal of interest. 
The Christian religion is one of self-abnegation and it seems to me 
that it is in that spirit this program should be presented to the Chris- 
tian people of America, as you are doing so well. As the program 
will benefit the world and people in general, so will its benefits come 
back to us. 

Is that the line of approach you are now taking in presenting this ~ 
foreign aid program to the church people? 

Mr. Reissic. I appreciate your comment, but I think there is a 
difficulty here, that some church people are somewhat too quick to 
assume that the Government of the Nation can act in the same way 
that an individual or church can act. An individual is supposed to 
forget himself sometimes, and think of the other fellow, and the church; 
but the Government, as I see it, has a primary responsibility to the 
Nation, and perhaps in a sense, a sole responsibility. 

I have talked with church people who have been down here in 
Washington and listened to people from the State Department and 
others, who complain then that these Government officers were always 
talking about the national self-interest, and they said, ‘“Haven’t we 
something else to think about except self-interest?”’ 

21862—58—pt. 8——10 
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To some of us, it seems that that is what the Government has to 
think about. It depends on how you interpret self-interest. 

Mr. O’Hara. Thinking back to my younger days, people didn’t 
have very much money. Every year the preacher had to get out the 
blackboard to raise money to run the oak church. Everybody gave 
something. They didn’t have very much, but they didn’t think it 
was an undue demand upon them. Occasionally a missionary 
came back to make a report to the people, and it was a great occasion, 
and the people gave what they could to the foreign mission fund. 

That, of course, was foreign aid and it was carried on by and through 
the churches a good many years ago, when people didn’t have too 
much money. Everybody entered into the spirit of it. 

Is it not possible to reawaken something of that spirit for the 
present program? 

Mr. Retssic. That is possible. 

Mr. O’Hara. Thank you very much. 

Mr. CarNAHAN (presiding). Mr. Vorys. 

Mr. Vorys. Doctor, your paper has been enlightening and hearten- 
ing to us. I want to add to the confusion of this military versus 
economic. You-say on page 8—you say a total request, $3.9 billion. 
Of this, $2.6 billion for direct and indirect military assistance. That 
makes it look as if two-thirds of it were military. If you considered 
defense support, which is, every dime of it, economic, only 47 percent 
of the whole business is strictly military and 53 percent of it is eco- 
nomic, even though the purpose of it is different from the purposes of 
some of the rest. 

I think, though, there is a danger of attempting to oversimplify 
something that is not simple, but is complicated. Here is this defense 
support, which unquestionably serves two different purposes, right at 
the same time. One is military—to support the economies of the 
countries that have forces larger than they can support. The other 
is to benefit those same economies, economically. Therefore, we have 
the problem of the education, and I am so heartened to hear what you 
and your group are doing. I imagine that your Protestant group 
would say, ‘‘The preachers can’t speak for the churches, but they can 
speak to the churches.” If you are speaking to them and to others 
you are helping to do this educational job that must be done in con- 
nection with this program. 

Thank you very much. 

Mr. CarNaHAN (presiding). Mr. Saund. 

Mr. Saunp. Thank you, Mr. Chairman. 

Last year we had the civil rights bill before Congress, and I know 
several ministers who directly and indirectly talked to me in favor of 
that civil rights program. ‘They were really concerned about it. I 
also heard that some of them had delivered sermons on that subject 
and they were quite interested in it. However, I haven’t heard of one 
instance, or I don’t know of any one instance where any minister in my 
district seemed to be concerned with, for or against, this foreign-aid 
program. Do you understand what I mean? 

Mr. Reissia. Yes. 

Mr. Saunp. In one way or another they made their position clear 
on civil rights, but I have heard nothing about foreign aid. We are 
talking about the same thing that Dr. Judd brought out before. Are 
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they really concerned about it? I know on civil rights they really 
were. 

Mr. Reissia. I wonder if I might ask you a question: I am not 
insinuating that the people who write to you in opposition to this 
program are just crackpots, but the fact is that if you have a house on 
Long Island where objects begin to jump around, they get thousands 
of letters at once, and most of them are from crackpots. 

If there is an abduction in a family, or something like that, you get 
thousands of letters. All the crackpots write in. And I wonder 
whether you haven’t got in a situation like this, a lot of people who 
just jump right in and write letters. Sometimes they are intelligent 
people and very often they are not. It would seem to me the number 
of letters you get in opposition to this wouldn’t be a good criteria. 

Am I wrong about that? 

Mr. Saunp. I don’t have too many crackpots in my district, but 
we have a few, and I can spot them. You can spot them, and they 
are there. We haven’t received too many letters against foreign aid. 
At least I haven’t, but once in a while there will be a sentence in 
there ‘‘We are giving this money away when we have unemployment,” 
and all that. It is there. 

When you go back, people will talk to you. I don’t think it is 
only the crackpots. I might quote from this testimony before the 
committee today. There is the farm bureau, which is very strong in 
my district. The farm bureau says that they are for the program. 
Of course, they want it modified. They want a cut. Then there is 
the Parent-Teachers Association and the University Women’s Clubs, 
and all of that. I may write a newsletter to be printed in about 
25 newspapers in my district and ask for comments of the members 
of those organizations, and see whether they are for it. 

I wish to thank you for your very fine statement. You have 
brought out many good points, and we appreciate your sentiments. 

Thank you, Mr. Chairman. 

Mr. CARNAHAN (presiding). Dr. Judd. 

Mr. Jupp. Thank you, Mr. Chairman. 

Herman, it is nice to see you again. I couldn’t help but think, when 
you were testifying, about a conversation we had in New York about 
1938, when I first came home from China. You were at that time 
helping to some extent with the effort to raise funds and supplies, 
and so on, for the wounded in the Spanish Civil War, and you said 
to me that you wished our students in the seminaries could get a 
fraction of the zeal for the Christian cause that these groups, some 
of whom were Communists and leftists, had for that cause. 

This is the real problem: How can we get people to have com- 
passion, or a concern that burns, for this business of healing and 
construction, comparable to the passion, the concern, the dedication, 
the zeal, the tirelessness, that some of these other causes seem to be 
able to inspire in their devotees? The early Christians had it. Maybe 
our physical comfort has softened us. It is the thing we talk about 
ell the time—how can we improve our living standards—every Gov- 
ernment report boasts about a little improvement in dollars or com- 
modities—everybody is preoccupied with material things. Our 
forefathers had what the leftist groups have. I wish our people 
today, with their better intellectual advantages, had something of that 
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passion. Somehow we have to reawaken that in our people if we are 
going to save ourselves. 

One witness today—I think it was Mr. Taft—talked about Athens. 
She was ostensibly overthrown from the outside by Philip, but the 
decay was from the inside. 

When I get discouraged about our efforts, I go back and read the 
Philippis. Demosthenes was trying his level best to do what we are 
trying to do, to wake his people up to the internal decay. He was a 
better speaker than you or I, or any of the rest of us, but he failed. 

Maybe too much success and prosperity produce an internal corro- 
sion. Preoccupation with the material instead of the things of the 
spirit tends to lead our Nation downhill, unless somewhere along the 
line there is what Abraham Lincoln prayed for, ‘Under God, a new 
birth of freedon.”’ 

I want to make one more comment, if I may. On page 5, you say, 
“The answer would seem to be that the private organizations are 
inadequate to the task.’”’ The last sentence in that paragraph, ‘‘Gov- 
ernment-to-Government loans and grants are now an indispensable 
channel for the expression of moral obligation.”’ 

With that I agree, but government-to-government loans are 
inadequate, too. For example, I think what India needs most is the 
secret, or the economic philosophy, which will enable her to mobilize 
fully, as our pioneers did here, all the energies and all the resources 
that are available, internal and external. 

I am sure that the resources the American people could and would 
make available for investment in other countries are enormously 
greater than our Government can ever provide in government-to- 
government grants, if there is adequate attraction to funds from the 
outside, or incentive for funds from the inside. It is necessary to 
mobilize all those resources. 

At the United Nations they would say—‘‘You in America must 
provide 50 percent’’—several have said that today. I would ask 
“Why?” 

“Well, you have 50 percent of the world’s wealth,” they would 
answer. 

‘‘Well, why do we have 50 percent of its wealth? If our system is 
such, that under 6 percent of the people of the world have produced 
50 percent of the wealth of the world, maybe you don’t need the 
wealth, which is a result, as much as you need the thing which led to 
such a production of wealth.’ 

It is a combination of private and public capital, national and inter- 
national, all those put together, that has produced our development. 
I hope you will stress that also, because the tendency is to think in 
terms of government-to-government grants. Our country will do 
and can do so much more in India than our Government ever can do, 
if somehow that is understood and acted on. 

There is one other minor point. You talked about the State of 
Kerala, where the poverty is so great. I think I have read that it 
also has the highest educational level in India. You spoke about its 
students being educated to become unemployed intellectuals. 

If you conclude, on one hand, that poverty leads to communism, 
you might also conclude, on the other hand, that education leads to 
communism. I honestly think it is the two. Poverty, in itself, doesn’t 
lead to communism. It is the educated propagandist who goes in 
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to the poor people and says, ‘‘You don’t have to stay in poverty. 
Adopt communism.” 

Poverty was there for centuries and they didn’t become Communists. 
They had hope for a better life only in some future reincarnation; 
they didn’t think they could do anything about their poverty, illit- 
eracy, disease now. 

It is propaganda that leads to communism, especially if it has some- 
thing like poverty to exploit. I feel strongly we tend to oversimplify it 
if we just blame poverty, in itself, and think that correcting poverty 
will necessarily prevent or overcome communism. 

To come back where I started, we have to have the same kind of 
willingness to propagandize for the truth as they have to propagandize 
for their falsehoods, their quack solutions. Now, I have been giving 
testimony myself, instead of asking you questions, and I am sorry. 

Mr. CarNnaHAN (presiding). Thank you very much. 


STATEMENT OF MRS. GENEVIEVE H. OSLUND, LEGISLATION RE- 


SEARCH DIRECTOR, GENERAL FEDERATION OF WOMEN’S 
CLUBS 


Mrs. Ostunp. I will speak for Mrs. Prout. 

Mr. CarRNAHAN (presiding). And we have Mr. Elton Atwater on 
behalf of the Friends Committee on National Legislation, so we will 
let the two of you present your material and due to the lateness of the 
hour, if you care to include your material in the record, and sum- 
marize it for us, we will appreciate it. 

You may proceed. 

Mrs. Ostunn. We appreciate the opportunity to express before this 
committee the views of the General Federation of Women’s Clubs in 
support of the mutual security program. We speak for an inter- 
national organization of over 11 million persons in the United States 
and its Territories, and in 60 countries throughout the world. 

From its inception in 1890 the general federation has held an 
international viewpoint, encouraging study groups and educational 
programs in order to develop understanding and better relations 
among the peoples of the world. The international relations depart- 
ment, established in 1924, and the council of international clubs 
established in 1945, have given impetus to a widespread exchange 
of ideas among our women’s clubs which now extend from South 
America to Saudi Arabia and from Greece to South Africa. 

Perhaps a high point for clubwomen in the United States was 
reached in October 1957, when in cooperation with the State Depart- 
ment, the Department of Defense and the Pan-American Union, a 
2-day World Affairs Conference was held in Washington, attended by 
more than 200 club leaders from all parts of our country, many of 
them at their own expense. 

In 1896 the General Federation supported a permanent arbitration 
committee for settling international disputes. In the following years 
the clubs endorsed by resolution many plans and programs, national 
and international, which aimed toward establishing relationships 
among the people of the world which would “bear upon progress in 
civilization.” 

The membership enthusiastically supported the Marshall plan and 
endorsed it by resolution in 1947. 
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In 1948 a resolution in support of the Western Evropean Allianc: 
where it was consistent with the continuation of the Economic Cooper- 
ation Administration, was adopted. We were among the first, if not 
the first, of the national organizations to approve a North Atlantic 
defense pact. By convention action in 1950 a resolution entitled, 
“Technical Assistance to Economically Underdeveloped Areas,” 
stated : 

Whereas the General Federation of Women’s Clubs has consistently manifested 
its concern in the material welfare of the freedom-loving peoples of the world; 
therefore 

Resolved, That the General Federation of Women’s Clubs reaffirms its support 
of the principle of joint responsibility among free nations for economic stability 
and mutual security; and further 

Resolved, That the General Federation of Women’s Clubs endorses the principles 
of the program which provides basic technical assistance to underdeveloped areas 
of the world and encourages private investment of capital needed for this economic 
development; and further 

Resolved, That the General Federation of Women’s Clubs urges the Congress to 
provide adequate appropriations for the technical assistance program. 

In 1953, the general federation reaffirmed its support of the 
European economic recover y program in a resolution which is entitled, 
“Mutual Security Program.” It states: 

Resolved, That the General Federation of Women’s Clubs reaffirms its support 
of the prineiples of the United States mutual security program which is providing 
a system of collective defense, and economic cooperation for the free world. 

This brief background of our concern with international problems is 
given in order that you may realize that the General Federation of 
Women’s Clubs has followed actively and intelligently, for nearly 70 
years, the course of events which brings us before you today. 

The general federation believes that the proposed mutual security 
program for 1958-59, representing approximately 5 percent of the 
national! budget, is an investment in peace and security, both short- 
range and long-term. The short-range investment not only materially 
reduces the danger of conflict under the pressure of Communist 
imperialism but ‘it has even more tangible benefits. The program 
furnishes employment to 600,000 persons in the United States, and 
about 80 percent of our aid appropriations are spent in this country. 

The continued economic growth of the United States is dependent 
upon underdeveloped countries for many critical materials. Markets 
are kept open for the commodities to which we have daily become 
accustomed. But, above all, a large portion of the world is free at this 
moment, and is able to work with us for peace. 

The long-term benefits are more complex. It is estimated there are 
750 million people in the countries which have gained independence 
since World War II. Many of them are exhilarated by their freedom 
but have not resolved their future form of government. They are 
striving for social and economic change, and they are ripe for accepting 
the most rapid methods for bringing it about. The authoritarian 
methods of communism bring results much faster than the persuasive 
methods of democracies. While these nations are struggling toward 
national selfhood and economic development, time is needed and can 
be gained through our economic aid and technical assistance, to prove 
the superiority of a free system over a totalitarian one. 
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The general federation believes we cannot live with justification in 
a world one-third of which exists in poverty and misery. Above and 
beyond our concern with immediate and future goals of peace is our 
concern with the brotherhood of man. We are a nation founded upon 
this belief. We believe it is our moral obligation to help the free 
nations find ways to achieve freedom from want and to be able to look 
forward confidently to all the blessings of independence. 

Our clubwomen are always acutely conscious of the need for econ- 
omy in the expenditures of our Government. We have a resolution 
passed in 1953 urging the elimination of waste in government spending, 
and we have endorsed many of the Hoover Commission proposals. 
We are aware that some of the criticisms of the foreign aid program 
are justified. 

We therefore urge that every project be intelligently planned in its 
formative state and carefully scrutinized and coordinated during its 
development—in terms of its application to our aims and ethical 
beliefs. Programs so tremendous in scope require vision, concen- 
trated effort, and dedication in planning, as well as skill and honesty 
in execution. We believe that efforts are sincerely being made to 
eliminate errors and waste and that the American people are able and 
willing to support a foreign aid policy which is essential to their 
security and ideals. 

The General Federation of Women’s Clubs urges that this com- 
mittee report favorably on the President’s mutual security program 
for 1958-59. 

My statement expresses the same point of view presented by the 
other organizations this afternoon. We speak for a membership of 
over 11 million person in the United States and its Territories, and in 
60 countries throughout the world; our organization was first brought 
into being in 1890 and, through the years following all of our members, 
practically, have had some interest in the international viewpoint. 

Study groups and programs have been encouraged during all those 
years. 

Our legislation policy is formed by resolutions which are passed by 
the delegate body at annual conventions and we have a number of 
them beginning with the Marshall plan which was endorsed by the 
federation in 1947 and going on to 1950 when we had a resolution 
entitled ‘Technical Assistance to Economically Underdeveloped 
Areas,” which urged the Congress at that time to provide adequate 
appropriations for the technical assistance program. 

We followed that in 1953 with the reaffirmation of the Marshall 


plan principle, in a resolution entitled “Mutual Security.” This 
stated: 


Resolved, That the General Federation of Women’s Clubs reaffirms its support 
of the principles of the United States mutual security program which is providing 
a system of collective defense, and economic cooperation for the free world. 

I would say that the moral and ethical viewpoint is the one we would 
like to emphasize in a summary, rather than the long-term and short- 
range benefits of which we are all aware. 

We believe it is our moral obligation to help the free nations. We 
believe our country is founded upon the brotherhood of man, and it 
should be our concern to spread this belief. 
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Then I shall read this: 


Our clubwomen are always acutely conscious, being housewives, of the need for 
economy in the expenditures of our Government. e had a resolution, passed in 
1953, urging the elimination of waste and we have endorsed many of the Hoover 
Commission proposals. We are aware that many of the criticisms of the foreign 
aid program are justified. We, therefore, urge that every project be intelligently 
planned in its formative state, and carefully scrutinized and coordinated during 
its development in terms of the application to our aims and ethics and beliefs. 
Programs so tremendous in scope require vision, concentrated effort, and dedica- 
tion in planning as well as skill and honesty in execution. We believe that efforts 
are sincerely being made to eliminate errors and waste and that the American 
people are able and willing to support a foreign aid policy which is essential to 
their security and ideals. 


The General Federation of Women’s Clubs, therefore, urges this committee re- 
port favorably on the President’s mutual security program for 1958-59. 


I would like to say, Mr. Chairman, that I have been immensely 
stimulated and enlightened by the comments and the questions of 
this committee, and the witnesses. 

Contrary to other experiences I have learned more by listening to 
the committee’s questions and have received more inspiration for the 
possible things that I may do as director of our program for legislation, 
from these questions and comments. 

I was particularly impressed by Dr. Judd’s statement to Mr. Taft 
that there are 38 million members of church groups and yet why is 
there so much opposition? I thought, also, the general federation 
has 5% million members in the U nited States, the PTA has 11 million 
members, the University Women’s groups have 150,000. That is a 
large number of people sending representatives to this committee, 
considering the opposition with which you are faced. 

I myself have received no adverse comments from any of our club 
members on the mutual security program. We have sent out bulletins 
advising the women of the program that is being considered. 

In past years clubwomen have been accustomed to doing something 
about it. My immediate future plan would be to send a copy of our 
statement to the club leaders in the various States; the international 
affairs chairmen, our legislation chairmen, State presidents, and all 
our board members, which would be about 400 leaders, with the hope 
that they would get this information down to the local clubs where 
the real action would take place. 

A bulletin showing a breakdown of the appropriations and some 
explanation will accompany it. 

Mr. CarNAHAN (presiding). We hope you can remain a little while 
until we have the statement of Mr. Atwater and then if we have 
questions, we will direct them to either of you. 


STATEMENT OF ELTON ATWATER, ON BEHALF OF THE FRIENDS 
COMMITTEE ON NATIONAL LEGISLATION 


Mr. Arwater. Mr. Chairman, I am sorry I inconvenienced you 
this morning. I was at the airport in New York at 7:30 but no 
planes were leaving New York, believe it or not, so I had to come by 
train. I telephoned and I certainly appreciate your squeezing me 
in, here at the end. 

I was particularly anxious to come, because this last fall it was my 
privilege to be at the United Nations when Congressman Judd was 
there, and I was following the economic questions on which he was 
working. 
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My testimony here I think would touch on a number of the points 
in the program which will concern our work in the United Nations. 

Mr. Chairman and members of the committee, my name is Elton 
Atwater. I am professor of political science at the Pennsylvania 
State University. I am also a member of the Religious Society of 
Friends, or Quakers, and have since August 1957, been an observer 
at the United Nations for the Friends World Committee and the 
American Friends Service Committee. I am here today on behalf of 
the Friends Committee on National Legislation, 104 C Street NE., 
Washington, D. C. This organization seeks to represent many of 
the viewpoints of Friends but does not claim to speak for the entire 
Society of Friends, whose democratic structure does not lend itself to 
official spokesmen. 

I appear today to add support to the authorization for extension of 
the various nonmilitary economic aid and technical assistance activ- 
ities covered by the mutual security program. I particularly wish to 
stress the importance of channeling an increasing share of our eco- 
nomic aid through the United Nations. 

Assumptions underlying our position: The Friends Committee on 
National Legislation has testified before this body in previous years 
in support of these programs since it believes that they are among the 
most constructive things the United States does in world affairs. 

It believes that a generous program of economic and technical 
assistance is in the true interest of the United States, for a healthier 
world means a healthier America. Moreover, it has been demon- 
strated statistically that economically developed countries of the 
world are better customers of the United States than the under- 
developed countries. But beyond this, we believe that the United 
States, with nearly 40 percent of the world’s income, has a genuine 
responsibility to share a greater proportion of its resources and 
wealth with the two-thirds of mankind who are hungry, ill clad and 
ill housed. The stature and reputation of the United States are 
always enhanced when it is known that we are sensitive to the needs 
of people as human beings, and when we act primarily in terms of 
human need, rather than considerations of political or strategic 
expediency. The United Nations provides an effective means of 
divorcing economic assistance from the cold war and distributing it 
primarily according to need. This is why we support an increasing 
use of United Nations channels for the administration of economic 
assistance. 

SPECIFIC AUTHORIZATIONS SUPPORTED 


1. The United States technical assistance program: We urge the 
authorization of the full $142 million requested by the President, 
believing that the program as a whole is making an effective contribu- 
tion to the improvement of economic and social conditions in many 
parts of the world. 

2. The United States Development Loan Fund: We commend 
the Congress for having established a Development Loan Fund last 
year. to help underdeveloped countries finance projects for which 
capital is not available on reasonable terms from other sources. 
We are glad that $625 million has already been authorized for the 
Fund for the coming year, and we hope that in due course this full 
amount will be appropriated by the Congress. 








1072 MUTUAL SECURITY ACT OF 1958 


The Friends Committee on National Legislation has for many 
years supported the establishment of a United Nations Economic 
Development Fund. It still feels this is a wise course of action. 
With a United States Development Fund now in existence, we think 
it appropriate to investigate ways of placing a portion of this Fund 
at the disposal of the United Nations for economic development 
projects. In this connection, the recent proposal of Senator Monroney 
for a second International Bank deserves serious consideration. 

3. The United Nations technical assistance program and special 
projects fund: We fully support the $20 million authorization re- 
quested for these items, and are glad to see that the President has 
proposed a small increase in the United States contribution toward 
the United Nations programs of economic assistance. A significant 
step was taken last December when the General Assembly decided 
to establish a new Special Projects Fund to help meet some of the 
urgent needs of the underdeveloped areas which are not now being 
met by the United Nations Expanded Program of Technical Assist- 
ance. I attended the United Nations sessions at which this new fund 
was considered, and I would like to commend Congressman Walter H. 
Judd for the fine job he did as a member of the United States delegation 
in working out the compromise resolution which was finally approved. 

While the new fund will not have money for economic development 
projects,- as we had hoped, it will be able to finance preparatory 
projects to pave the way for future programs of sound economic 
development. For example, a United Nations survey, headed by 
Gen. Raymond A. Wheeler, recently recommended a 5-year program 
of study and planning for the comprehensive development of the 
lower Mekong River Basin to provide electric power, irrigation, and 
navigation services for the 4 riparian states of Cambodia, Laos, 
Thailand, and Vietnam. This is the kind of activity which the new 
special fund might undertake. Surveys of natural resources, and the 
establishment of institutes to train technical and administrative per- 
sonnel in the underdeveloped countries are other types of activity in 
which the special fund might engage. The results of special fund 
surveys would presumably be available to the United States and 
other countries having funds for technical development projects, and 
this would enable governments like our own to make greater use of 
United Nations findings in planning bilateral programs of economic 
assistance. 

The special fund will constitute a kind of ‘missing link’”’—to use 
Congressman Judd’s words—between the present United Nations 
expanded technical assistance program and a more comprehensive 
economic development program. If we believe in making greater 
use of United Nations channels for administering economic assistance, 
the special fund is a good place to start. It might also be well to 
keep in mind that more experts for technical assistance projects can 
be obtained through the United Nations for the same amount of 
money than through the United States. If we are trying to make 
our money go further, we should seriously consider making greater 
use of United Nations channels. 

Furthermore, experts obtained by the United Nations from other 
parts of the world are sometimes more effective because they have 
language skills which American experts lack. I have been glad to 
see that the United States, in its bilateral programs, is beginning to 
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recruit some experts from third countries, rather than entirely from 
the United States. This is a sound step and one in which we might 
work more closely through the United Nations. 

4. Revision of the matching formula for United States contributions 
to the United Nations technical assistance programs and the special 
fund: Congress decided last year that the United States contribution 
to the United Nations expanded program of technical assistance should 
not exceed 45 percent of the total contributions for the calendar year, 
1958; 38 percent for 1959; and 33% percent for 1960. While 33% 
percent may be desirable level for most United States contributions 
to the United Nations programs, it does not seem realistic in the case 
of economic or technical assistance. Here the relative needs are so 
great and the relative capacity of many countries to contribute is so 
limited that the United States ought to revise its percentage contribu- 
tions upwards. Even though other countries increase their contribu- 
tions in the next 2 years, it is not likely to be enough, according to 
United Nations estimates, to offset the rather sudden drop in the 
percentage of the American contribution. An actual shrinkage of the 
total program in 1960 is therefore a very real possibility as things now 
stand. 

Once again, I pay tribute to Congressman Judd who quickly sized 
up this problem at the General Assembly last fall and announced 
that he was prepared to ask Congress to revise the matching formula 
so as to stabilize the United States contribution for a reasonable 
number of years at 40 percent of the total. This is a much better 
position, which more nearly represents the principle of “ability to 
pay,’ inasmuch as the United States national income constitutes 
nearly 40 percent of the total world income, and about 42 percent or 
43 percent of the combined national incomes of all 82 United Nations 
members. 

The creation of the new special fund has also changed the cireum- 
stances which existed when Congress adopted the present matching 
formula, and makes a revised 40 percent formula even more essential. 
If Congress approves such a change, I feel confident from my observa- 
tions at the United Nations that it will generate a tremendous amount 
of good will toward the United States. 

5. Revision in the base for calculating United States contributions: 
In addition to stabilizing the level of United States contributions at 
40 percent, I suggest that the committee recommend a revision in the 
base for determining these contributions. At present, the base used 
is the total annual contributions pledged to the expanded program of 
technical assistance—which now amounts to slightly over $30 million. 
This $30 million figure, however, does not give an accurate picture of 
the total costs of the program since the counterpart expenditures 
which the recipient governments pay in local costs and services 
amounts to much more than this. 

In 1957, for example, the recipient governments paid over $2,500,000 
toward the living costs of the United Nations technical assistance 
experts. Some $75 million in addition—1956 figures—was paid for 
other local costs and services according to the United Nations esti- 
mates. Some recognition of this much larger total ought to be made, 
I think, in computing the percentage of the United States contribu- 
tion. A start in this direction might be made by including in the base 
the $2,500,000 local living costs paid by recipient governments. This 
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is a regularly audited amount which could be easily determined each 
year. The larger $75 million figure, although believed to be an accur- 
ate estimate, is not at present audited by the United Nations. 

6. International refugee programs: We commend the Congress 
for the generous appropriations which it has made in the past for the 
Office of the United Nations High Commissioner for Refugees, the 
Palestine refugee program, and the Intergovernmental Committee 
for European Migration. We hope that the authorizations requested 
for these programs for the coming year will be approved. 

Two further refugee problems of long standing in the Far East 
have become especially acute during the past year, and we urge the 
committee to give serious consideration to them. 

(a) European refugees in Hong Kong and Communist China: 
The United Nations High Commissioner for Refugees and the Inter- 
governmental Committee for European Migration have urgently ap- 
pealed for funds to transport several thousand refugees of European 
origin from Communist China to other countries willing to accept 
them. For many years, these refugees were unable to leave China, 
but since last year the Chinese authorities have been granting exit 
permits. About 6,300 have been assured visas by other countries, 
while another 6,500 are still seeking them. Some 1,300 proceeded as 
far as Hong Kong, but the funds for transporting them to their new 
destinations have now been exhausted. At the end of January 1958, 
900 were still stranded in Hong Kong, while the remainder were in 
mainland China. It has been estimated that $2 million a year for 3 
years will be needed by the Intergovernmental Committee for Euro- 
pean Migration to transport the remaining refugees to new countries 
of residence. We urge you to make additional provision in the current 
authorization to help meet this situation. 

(b) Chinese refugees in Hong Kong: This is another tragic human 
problem which seems far removed from most Americans. Some 
700,000 refugees from mainland China are crowded in the densely 
populated city of Hong Kong, constituting one-fourth of its popula- 
tion. They have no place to go, and are in desperate need of housing, 
employment, and social services. The British authorities have tried 
to cope with the problem as best they can, but now acknowledge the 
need for assistance from other countries. The last United Nations 
General Assembly adopted a resolution recognizing the international 
character of this problem, and appealing to governments and private 
organizations to give all possible assistance to alleviate the distress 
of the refugees. Again we urge that additional provision be made in 
the current authorization for American assistance to these people. 

7. Other authorizations: We support the other authorizations re- 
quested by the President for nonmilitary economic assistance, includ- 
ing funds for the organization of American States, UNICEF, the 
international atoms-for-peace program, the program of malaria 
eradication, and the costs of ocean freight shipments. 

We are much concerned with increasing the share of contributions 
which we give through the United Nations for economic aid and 
economic assistance. My general statement is to add support to the 
various authorizations for the nonmilitary economic aid. and tech- 


nical assistance activities covered in the mutual security program. 

Since you have copies of the statement before you, I think I can 
just point to a few of the ideas that I would particularly like to empha- 
size and that will enable me to do it more briefly. 











MUTUAL SECURITY ACT OF 1958 1075 


Mr. Vorys. Your full statement will appear in the record for the 
other members. 

Mr. Arwatrr. And I will just put my finger on a few of the points 
I would like to stress. I would like to speak particularly on page 2, 
of the United Nations technical assistance program, and the new 
special projects fund which has been authorized by the General 
Assembly, very largely because of the efforts that Congressman Judd 
had last fall at the General Assembly, and I do want to commend him 
for the work he did at that time. 

I know something of the problem that was up at that time, and how 
difficult it was to work out a compromise and [ think that this repre- 
sents a very significant development and one that I hope the United 
States will strongly get behind and support, as I have indicated, here. 

This doesn’t go as far as we would have hoped. This new special 
projects fund constitutes, as Congressman Judd has said, a kind of 
missing link between the present program of technical assistance, and 
a broader comprehensive program of economic development that many 
of the countries of the world like. 

But I think it represents a significant starting point and one that 
I hope and I am sure the Friends Committee on National Legislation 
hopes, will be developed. 

I would like to call your attention, here, to the top of page 3 to this 
part. It might also be well to keep in mind that more experts for 
technical assistance projects can be obtained through the United 
Nations for the same amount of money than through the United States. 
If we are trying to make our money go farther, we should seriously 
consider making greater use of United Nations channels. Further- 
more, experts obtained by the United Nations from other parts of the 
world are sometimes more effective because they have language skills 
which American experts lack. I have been glad to see that the United 
States, in its bilateral programs, is beginning to recruit some experts 
from third countries, rather than entirely from the United States. 
This is a sound step, and one in which we might work more closely 
through the United Nations in carrying out. 

Now, two other points briefly that I would like to emphasize con- 
cerning the revision of the formula for determining the United States 
contributions to the U. N. technical assistance program, and this new 
special fund, and secondly, the revision in the base of calculating 
these U.S. contributions. I mention these on page 3 and 4. Last year, 
Congress adopted a series of percentages which provided for the 
gradual reduction of the American contributions to the technical 
assistance program. 

I think that the overall effect of this within the next 2 years will 
be to actually shrink the U. N. technical assistance program unless 
we do something about it. And Congressman Judd, again, I think 
did a splendid job in sizing up this problem and saying that he planned 
to come back and try to get this percentage revised. 

I have heard him since then say publicly that he is planning to do 
this, and I would certainly want to support him in this. I think the 
suggestion Dr. Judd has made of revising the level of United States 
contributions to perhaps 40 percent of the total for a reasonable 
number of years is a very sound one, and one which we ought to 
support. Forty percent represents about the proportion of total 
world income which the United States has and it would seem to 
correspond roughly to the principle of ability to pay. 
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And with this new special fund I think it is all the more important 
that we have this slightly larger percentage to contribute. The other 
point is that in revising the base for calculating our contributions, I 
think we ought to recognize that the total cost of the technical assist- 
ance program at the U. N. is really larger than the $30 million figure 
we often speak of. Other countries put in in counterpart expenditures 
between $60 and $70 million, so we really have a $100 million program 
here, and not just a $30 million program. If there were some way of 
taking account of that larger contribution in determining the United 
States contribution, I think we would be making a good start toward 
increasing the United States contribution here. 

Finally, I want to commend the Congress for the generous appro- 
priations that you have made in previous years for the various refugee 
programs, and on page 4 I mention two points which have not been 
mentioned very much, but they are tragic problems, and I simply 
want to remind you of them. One of them concerns the European 
refugees in Hong Kong and Communist China, some 12,000 refugees 
who have been in China for many years, unable to leave, now are 
getting exit permits but have no funds to transport them to new homes 
of destination. 

The United Nations High Commissioner for Refugees and the 
Intergovernmental Committee for European Migration has estimated 
that $2 million a year for 3 years will be needed to move these people 
to new countries of residence. 

As I said they are just at a point where it seems as though hope 
exists and there is no money to move them out. About 900 of them 
are now stranded in Hong Kong and another 5,000 have visa author- 
izations, I understand, but are still in mainland China, and another 
6,000 or so are seeking visa permits. 

Then the second refugee question to which I wish to call attention 
concerns the Chinese refugees in Hong Kong. These are Chinese 
refugees, some 700,000 of whom are crowded in Hong Kong. The 
British have done the best they can, I think, up until now, but now 
feel unable to continue to cope with the problem and have asked for 
assistance. 

The General Assembly last fall did recognize this problem, as an 
international problem, and urged governments and private organiza- 
tions to do all they could. 

I understand the High Commissioner for Refugees has now com- 
municated to the various governments including our own, urging them 
to do what they can. So I will urge in both of these cases that if you 
can find some way of maybe making some provision for these two very 
human tragedies in the authorization. 

Thank you very much. 

Mr. CarNaHAN (presiding). Thank you. 

Mrs. Oslund, your organization endorses the authorization and 
appropriation of the full 3.9 that is requested? 

Mrs. Ostunpb. That is right. 

Mr. Carnauan (presiding). And I presume your organization is 
supporting that figure, also? 

Mr. Arwater. Yes. 

Mr. Vorys. Mrs. Oslund, we appreciate your statement and I was 
particularly interested in your statement of what you were going to do. 
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I was clearing with your staff to see whether we would have sufficient 
copies of this summary presentation for you to send to your member 
clubs. It may be a little too long for your purpose, but it might an- 
swer a lot of questions. It is fairly well indexed, and contains a lot 
of charts and might answer a lot of questions. I am sure that if you 
wish any information or help in getting up a brief statement to enclose, 
that our staff would help you and you might get some aid, and come 
forth from this background-materials document prepared by us, 
or our staff, which contains charts and tables far more elaborate than 
you would need, but they would be helpful. 

What you say is certainly encouraging to us, here. 

Thank you very much. 

Mr. CARNAHAN (presiding). Dr. Judd. 

Mr. Jupp. We have had a couple of good days, here in the com- 
mittee, after some days that were not so good, when the brickbats 
were coming at us. 

We are grateful for the support being marshaled by your respective 
organizations. You have studied it, and you are aicleaall of it. 
Now, if we can get others to look at it, and study it, they can’t help 
but support it. I have never voted for anything down here that 
basically is more—the arguments for which are more unanswerable 
than they are here. 

Mr. CarNAHAN (presiding). Is there further comment? 

If not, the committee stands adjourned. 

(At 5 p. m., the committee adjourned, to reconvene at 10:30 a. m., 
Tuesday, March 18, 1958.) 





